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Q Do you know who the sentencing judge will be? 

A Yes, sir. 

Q Who? 

A Judge MacMahon. 

MR. WALKER: I have no further questions of this 
witness, vour Honor. 

MR. DOYLE: Your Honor, may we have a recess 

at this time? 

Thank you. 


(Short recess.) 
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L Acton-direct 


2 

(Jury present.) 


3 

TIE COURT: Mr. Walker and Mr. Doyle, will you 


4 

come up here, please. 

1 


5 

(Side bar.) 


6 

THE COURT: I want you to ask defense counsel 


2 

not to repeat the same cross-examination five times now. 


8 

MR. DOYLE: Yes. We have been over that. 


9 

MR. WALKER: There are two exhibits I would like 


10 

to have identified before the cross. 


11 

THE COURT: All right. 


12 

(Open court.) 


13 

BY MR. WALKER: 


14 

0 Mr. Acton, I would like to show you two exhibits. 


15 

Government’s Exhibit 7 for identification and Government 


16 

Exhibit 6 for identification. Can you identify these 


17 

documents? 


18 

A Yon, sir. 


19 

Q What are they? What is 7? 


20 

A The Lone Tree Mining Company corporate records 


21 

;nd the Lone Tree Mining Company stock book. 


22 

MR. WALKER: I offer them. 


23 

MR. DOYLE: No objection, your Honor. 


21 

THE COURT: Received. 


25 

1 

(Government's Exhibit 7 and 8 received in evidence. 






o 
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™ E CCTOT: Does that complete your direct? 

MR. Walkers Yes, your Honor, that completes it, 

THE COURT: All right, cross-examine. 

CP nS 5 -) ’; 'J \M ItJAT ICN 

BY MR. DOYLE: 

0 Mr. Acton, the Pioneer Development Corporation 
is a corporation that goes back to 1918, doesn’t it? 

'rr'n, sir, somev/here back there, 
o It was incorporated in 1918 in Nevada and 
had a continuous existence from that time until the time 

that you became associated with the company, isn’t that 
correct'.' 

A As far as I know, it might have had some lapses 
in it, but — 

o And are you familiar with the corporate documents 
o£ Pioneer Development Corporation? 

A Yes, sir. 

I,R . DOTLE: Y °’ Jr Horlor ' "ay this group of documents 
be marked Defendant Segal’s Exhibit A for identification 
col I oct i.vely? 

THE CCtJET: I asked you to mark them yourself 
before trial, as you recall. 


-•■B - DOYLE: Yes, sir. 


I v/asn ’ t sure I 


was going 


I o go i.■ I oh is . 









I 
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THE COJRT: All right. 

(Defendant Segal Exhibit A narked for identifica- 


t i on .) 


i 

5 { BY MR. DOYLE: 

i 

6 i 

" r ' Aoton » I shov; you Defendar.c Segal's A for 
identification and ask you if you can identify it. 

8 

A Yes, sir. 

9 

Is thatthe ori ginal articles if incorporation 
10 ° f t,,e '' i0n<:,er Development Corporation and then the various 

amendments that were made over the years to those articles 

2 * ■ 

ot incorporation? 

3 

A Yes, sir. 

4 

MR. DOYLE: I offer it in evidence. 

5 

MR. WALKER: May I see that document? 

6 

No objection. 

7 

(Defendant Segal Exhibit A received in evidence.) 

Q Now, Mr. Acton, with respect to the assets that 
were put into Pioneer Development Corporation, as you 
testified to on direct examination, and referring specifi¬ 
cally to Lone Tree Mining claims, you, in fact, believed 

j 

in good faith that these were valuable claims, didn't you? 

A Yes, s ir . 

I i 

Aud you knew Sheldon Lamb, the owner of the claims, 


very veil? 





* 




V 


2-1 ! 
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A Yes, sir. 


0 Isn't that a fact? And Hr. Lamb told you on 


numerous occasions that he had a very high opinion of 


the value of these claims? 


A Yes, sir. 


And you believed him? 


Yes, sir. 


He showed you various reports with respect 


to the value of the claims? 


A Yes, sir. 


And you have identified at least one of those 


reports here, which has been marked in evidence? 


A Yes, sir. 


0 Did you read the report that was marked here 


in evidence? 


Yes, sir. 


And did you read other reports and assay reports. 


geological surveys about the mine that were furnished to you 


by Mr. Lamb? 


A Yes sir. 


And did you rely on all those materials in reaching 


your belief that the mine was an extremely valuable claim? 


Yes ,.sir. 


Mr. Lamb and some of his associates filed documents 


/ 
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/ 


L 


xx 11 


v/ith the County Clerk's office loca*- 
ycu are aware of that, aren't you’ 


ing those claims • 


A Yes,sir. 


in.. D0ru> : Your Honor, may this group be marked 
Defendant's Exhibit B for identification? 

THE COJRT: Yes. To save, time would you just 
take a pencil and fork-then yourself for identification? 
MR- DOYLE:Yes, your Honor. 

defendant Segal Exhibit B marked for identifies- 


tion.) 


25 li 


0 X show you Defendant Segal's Exhibit B for identi¬ 
fication and ask you if you can identify them. 

A YOS ’ these are location certificates, filed in 
Churchill county on tne claims that we had. 

MI. DOYLE: I offer them in evidence, your Honor. ' 
MR. WALKER: No objection. 

Tllh COURT: Received. 

(Defendant Segal's Exhibit B received in evidence., 

MR. DOYLE: Your Honor, may I simply describe 
to the jury — 

THE CCURT: Let her mark ttem. 

MR. DOYLE : that they consist of eight official 

records , Churchill County. Nevada, with respect to lo. ators 
Min, claims, and one of three locators of the mire claims 









1 


l 


V 


|! 

19 
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v/Mh rosnect to each one is Mr. Sheldon Lamb, together 




wiLh tScne associates, and i n one instance, Mr. Floyd 


La„,b is mentioned as one of the locators of the mine claims 


You have talked about various conversations 


with my client, Mr. Alan Segal. That included discussion 


of the mining claims, isn't that correct, Mr. Acton? 


Yes, sir. 


On all those occasions you expressed very op¬ 


timistic: opinions about the value of the claim, isn’t that 


correct? 


Yes, sir, 


And Mr. Sheldon Lamb, v/hen he talked to my client. 


Alan Segal, in your presence, also expressed the same 


optimistic opinions and viewpoints about the mine to Mr. 


Segal as he had expressed to you, isn't that correct? 


Yes, sir, 


MR. WALKER: Your Honor, could we have this pin¬ 


pointed in which particular conversation? 


TItE C0URT : He says all of them. I assume Mr. 


Acton understands the question. 


MR. WALKER: Can we have a time and place of 


nr}y particular conversation? 


T Me Lieve you testified to about four meetings 


With Alan Segal during 1969 yesterday in your direct 


\c 
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j kh 7 

testimony and you said that at least on some of those 
occasions there was conversation about the mine and I 
believe that Mr. Lamb was present at at least one of them. 
A Yes. 

Q Nov/, directing your attention to those specific 

conversations with Mr. Segal, when the mine was brought up, 
is your answer still the same? 

A Yes, sir. 

Nov/, in fact, Mr. Lamb told you that the Howard 
Hughes organization had offered many millions of dollars 
for the claims, didn't he, sir? 

A Yes, sir. 

Q And he also told you that he had turned down 
that offer because he felt it was insufficient? 

A Yes, sir. 

Q And he showed you some documentation with respect 
to that, didn't he? 

A Documentation with respect to the offer? 

Q With respect to the Hughes organization-offer; 

did he show you a report of a Mr. Hats is, establishing— 

THE COURT: Please don't nod your head. You have 

to answer. 

THE WITNESS: I'm sorry, sir. 

THE CCXJRT: The reporter can’t hear you nod yaj r 
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THE WITNESS: I'm sorry, sir. 

Yes, sir, I saw a report from Mr, Hatsi^. 

Do you have that report in your possession, Mr. 


Ac ton? 


No, sir. 


Do you have any idea of its whereabouts at this 


t ime ? 


A No, sir. 

Q Nov;, in connection with the mining claims, did 

you have any contact or conversations with a gentleman by 
the name of Mr. Myron Buttram? . 

A Yes, sir. 

Q And Mr. Buttram, sir, is the inventor of the 
process called the Cully Mill or disintegratrator process, 

isn’t he? 

A No, sir, he owns it. He didn't invent it. 

Q He was the ov/rrer of it? 

A Yes. 

0 Was that a patent? 

A Yes, as I understand it. 

Q Did you have various telephone conversations 

and meetings with Mr. Myron Buttram during November, December, 
.1969, and January, February, 1970, concerning your desire 
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to have Mr. Myron Buttram put his equipment on the site 
of the I.one Tree Mine? 

A Yes, sir. 

And did those conversations actually culminate 
m your paying a sum of money to Mr. Buttram and in his 
acInal ly locating his equipment on the mine site? 

A Yes, sir. 

Would your best estimate of the time of the 
location of theejuipment on the mine site be some time in 
January or February of 1970? 

A Yes, sir. 

Q Is that a fair statement? 

A Yes, sir. 

0 What would be your approximation of the amount 

of money you were able to raise to pay to Hr. Buttram 

in connection with his locating that equipment on the mine 
site? 

A in all to do with the mine, including Mr. 

Buttram and all, probably $100,000. 

0 $ 100 , 000 ? 

A But I am not exact at all. i am just saying the 
equipment we bought and paid for and put out there and 

al! ‘hi., business was a considerable amount of money. 

Did there ever cone a time when you arranged for 
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a Meeting between Buttram and Mr. Segal? 

A Yes, sir. 

0 And that meeting took place on or about 

January 19, 1970, at the Los Angeles International Hotel 
whica is at the airport, isn't that correct, sir? 

A Yes, sir. 


And you and Mr. Clegg were at the meeting and 
you introduced Mr. Buttram to Mr. Segal, is that correct? 

A Yes, sir. 

0 And you asked Mr. Buttram to explain to Mr. Segal 
ha/ the Cully process works, is that correct? 

A Yes, sir. 

And Mr. Buttram proceeded to explain to Mr. 

Segal ho* the process works for the purpose of disintegrating 

or breaking down the ore and that he was optimistic that 

it could work at the location of the Lone Tree site, sin't 
that correct? 

A Yes, sir. 

And did Mr. Segal ask various questions of Mr. 


Buttram about the technical procedures during the course 
of that meeting? 

A Yes, sir . 


n 


And did Mr. Buttram answer those questions? 
A Yes, sir. 
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Thank you. Now, in fact, you believed so strongly 
in the .nine claims that even after you became inactive 
in Pioneer Development Corporation, as you testified 
to on direct examination, you actually moved out to the 

rune silo yourself and tried to work the mine with Mr. 

Cl:gg, didn't you? 

A Yes, sir. 

Q You set up trailers out at the mine site? 

A Yes, sir. 

Q And you entered into a partnership agreement 

«ith Sheldon Lamb and Hr. Clegg in connection with continuing 
v;ork on the nine site? 

A Yes, sir. 

MR. DOYLE: i am going to mark this Mr. Segal's 
Exhibit C for identification. 

Q 1 ask you if you can identify -it? 

A Yes, sir. 

Q What is that, sir? 

A It is an agreement that Mr. Clegg and I made 
with Mr. Lamb to continue the operation. 

Q On the mining claims? 

A On the mining claims. 

. DOYLE: I offer this in evidence. 

MR. WALKER: What is the date? 
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Your Honor, I would object to this. It is 
dated April 5, 1970. The witness has said that he left 
Pioneer by that time. He left Pioneer March 14, 1970. 

TdE cajR T: I heard him say that. What is your 

objection? 

MR * WALKER: The objection is relevance. 

TTiE COURT; Overruled. 

(Defendant Segal's Exhibit C received in evidence. 
HR. DOYLE: May I read this to the jury, your 

Honor? 


THE COURT: Does it do any more than what you 
brought out v/ith the witness? 

MR. DOYLE: No. i can forego it in the interests 
of moving the trial along, your Honor. Thank you. 

Mr. Acton, you also believed, did you not, sir, 
thut because Pioneer Development Corporation was a 1918 
corporation and had shareholders holding shares isued 
prior to 1933 that those shares could be freely traded on 
the open market without the filing of a registration 
statement, isn't that correct? 

A Yes, sir. 


Q 


could be 
fich.vsffor 


And in connection v/ith your belief that the shares 

free*. y traded, were you also told by Mr. Ilayes 
of the Nevada Agency and Trust Company, the trans £f 
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ag'-nt, that shares that don't bear a legend "restricted" 
can be freely traded? 

A Yes, sir. 

0 And did you rely on that conversation with Mr. 
Schaeffer in reaching the opinion and your belief, your 
sincere belief that the Pioneer shares could be freely 

traded? 

A Yes, sir. 

And did Mr. Frasier, the counsel for the company, 
ever tell you anything to the contrary? 

A No, sir, 

THE CCURT: Did you ever ask him? 

Tiffi WITNESS: No, sir. 

0 With reference to the shareholder list, that 
Mr. Walker asked you to identify on direct examination 
yesterday, which is one of the governmeat exhibits of which 
I have a copy and will show you, that represents, sir, does 
it not, the shareholders of record of Pioneer Development 
Corporation as of May 16, 1969, is that correct? 

A Yes, sir. 


you, 

Clm 


0 And you testified on direct examination that 
together with George Aaron, Bill Casey and Michael 

ssenbled approximately 200,000 shares by acquiring 


thr.n fro.n the preexij, king shareholders. 


is that correct? 
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A Yes, sir. 

Q And how much did you pay per share? 

A It varied. 

Q Now, that left well over 300,000 shares that 
had not teen acquired, isn't that correct? 

A Yes, sir. 

Q So that any one of these shareholders as 
reilooted on this list whose shares you had not acquired 
would have been free to sell those shares in the open 
market at any time after the stock started trading, isn't 
that correct? 

A Yes, sir. 

Q Now, I want to address myself to your testimony 

yesterday concerning a check that Mr. Segal, my client, 

gave to you as the result of a conversation among you, my 
client, Alan Segal and Sheldon Lamb in the amount of $20,000 
Yon testified, if I recall, that that check was returned 
for insufficient funds, is that correct? 

A I presume it was insufficient. The check was 
no good. 

Q It was no good. All right. Do you have that 
check, sir? 

A No, sir. 

And that check was made out to Pioneer Development 


v 










1 
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Corporation/ is that your best recollection? 


Sir, I think so, but — that is my best reco¬ 


lection 


Q Uhere are the books and records of Pioneer 
Deweloj-.rn.r-nt Corporation where one could look in order to 
locate that check, do you know? 

A No, sir. 

Q \ou don t know. When was the last time you saw 

the records of the company? 

A Sir, this check was not deposited in Pioneer 
Development. It was in the Lone Tree mining account, as 
I r ecal 1 . 

0 x. ou don't really recall who the check was made out 

. 

to, do you, Mr. Acton? 

A No, sir. 

0 Nov/, in connection with your testimony yesterday 

about your conversations with Mr. Segal concerning a trading 
in Pioneer stock, you testified, if i recall, that Mr. Segal 
said that he would endeavor to borrow money on behalf of 
Pioneer Corporation and would remit the proceeds of the 
borrowings of that money to you. is that basically what 
your testimony was yesterday? 

A Yes, sir. 

Q Now, you kn w at the time that Mr. Segal v/as having 












- h ■■ 
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financial difficulties with the Riverside Hotel, didn't 


you? 


Yes, sir. 


In fact, the Internal Revenue Service had placed 

a lien on the hotel? 

I 

A Yes, sir. 

| 

Q And, in fact, yesterday you said that Mr. Segal 
sajrt that it would take time to borrow the money, that 
it couldn't happen right away? 

11 : A Yes, sir. 

You also testified that shortly after you heard 
thut the shares were being traded on the open market, 
and I believe you said November 3rd and November 4th, 1969, 
you endeavored to place Pioneer certificates for loans 
by initiating, I believe it was, a conversation with Mr. 
Scardino, is that correct? 

A Yes, sir. 

Q What was it — and I believe you testified 
yesterday on direct examination that it was the inability 
of Mr. Segal to furnish funds to you which caused you to go 
to rir. Scardino to raise money on the stock; is that a 
fair characterization of your testimony? 

A Yes, sir. 

I 

0 Nov/, in fact, didn’t you plan, Mr. Acton, to take 


1 
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out: tr.ft loans right away, after the stock started trading 
in Haw fork? 

A Sir? 

In fact,hadn't you planned and hadn't you told 
Mr. begal quite openly that you and Mr. Clegg planned 
to place loans on the basis of the Pioneer stock as soon 
as the stock started trading in New York? in other words, 
this was a a plan that had been developed in advance and 
discussed with Mr. Segal, and you told him that that is 
what you were planning to do. 

A Not that I recall immediately after starting 
trading. V7e told him we would use some of our stock to 
borrow money on, but we would not sell any of the stock. 

I don't think we planned immediately to borrow money, no, 
sir. 

Q And you told Mr. Segal, didn't-you, that there 
was a group of shareholders who had purchased Pioneer 

stock at 2.50 to $3 share; don't you recall saying that 

to Mr. Segal? 

MP. WALJCEP: Could I have that question read back? 
(Question read.) 

A I recall something about it, yes. 

.->• r’eth ing about that. And you do recall that 
there a group of shareholders that you and Mr. Clegg 
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had sold Pioneer shares to for $2, $2.50, $3 a share, 
prior to early November, 1969? 

A Yes, sir. 

Isn't that correct? About how many shares were 
sold to those people? 

A 20,000 approximately. 

2 0,000. And what were the names of the people? 

A Ermanno Mariot. 

Q Hr. Mariot. Anybody else? 

A Who was Mike's father-in-law. A Morgan. 

0 Mr. Morgan? 

A Yes. 

MR. V7ALKER: Has the witness finished his answer? 

0 Do you have any further names? 

A No, sir, no other. 

0 You and Mr. Clegg told Mr. Segal that you wished 
to have the stock, if possible, if a broker would do it, 
open at $5 a share because some shareholders had recently 
purchased the stock for 2.50 or $ a share and they would 
be embarrassed if the stock open..’ at less than $5. Didn't 
you and Mr. Clegg say that, in substance, to Mr. Segal? 

A I don't recall it, but if we did tell him to 
huv «.t *''o and a half, S3, it makes sense. 

Q In your conversations with Mr. Segal — 
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MR. WALKER: Your Honor, I move to strike that 
answer. He doesn't recall it. 

THE COURT: Yes, strike it out; calling for 
the operation of the witness' mind. 

Disregard it. 

0 In your conversations with Mr. Segal, you made 
it very cloar to him that it v/as your intention and your 
plan to place loans by means of whatever Pioneer stock 
you had retained, isn't that a fact; that you made that 
very clear to Mr. Segal in your conversations with him 
prior to the time that the stock opened? 

A Yes, sir. 

0. Prior to the time that the stock opened, do 

you recall turning over to Mr. Segal a group of documents 
about Pioneer Development Corporation that you have describe' 
earlier consisting mainly of technical reports about the 
mine, together with the Hatsis report about the Hughes 
organization and whatever materials and documents had been 
assembled in connection with the mining claim; do you 
recall that? 

A Yes, sir. 

Q And do you recall a meeting at the Century 

Pla'a Hwtel that Mr. Schiffmnn was present at, Mr, Segal's 
attornov? 
















1 


j kh2 0 


Yes, sir. 


JA321 

Acton-cross 


105 


17 


Q And do you recall turning over, either you 
or Mr. Clegg, turning over to Mr. Schiffman and M r . Segal 
th u. file and that collection of documents at that time? 

A P.ither at that time or the next meeting, yes, sir, 

I recall. 

0 Or the next meeting. All right. And Mr. Segal 
or Mr. schiffman or both men told you and Mr. Clegg that 
they v;ould take that file and give it to a broker in 
Nev ' yo,:!; to determine his evaluation as to whether the 
stock could be opened at 5 or at some other price, isn't 
that correct? 

A They took the file to turn over to someone. I 
don't recall as to a broker, but— 

0 Have you seen that file since that time? 

A Not that I recall. 

ihe best of your recollection is that you haven't 
seen the file since the time that you turned it over to 

them? 


A That is the best of my recollection. 

Q Did you believe that you v/ere doing anything wrong 
in turning over the file to Mr. Segal in order for him to 

civ? it to kroker in New York to open the stock at 5? 

MR. WALKER: Objection. 
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THE COURT: Overruled. 

Q Did you believe that you were doing anything 
wrong or illegal in any respect in connection with that? 

A No, sir. 

0 You didn't. And you didn't believe that there 
was anything wrong or illegal in any of the conversations 
that you had with Mr. Segal surrounding turning over that 
material to him and requesting him to open the stock at 5; 
isn't that correct? 

MR. WALKER: Objection, your Honor. This calls 
fOi. the operation of the witness' mind, a legal conclusion. 

THE COURT: I think it is bad in form. 

MR. DOYLE: Very well. 

THE COURT: It is a compound question. 

MR. DOYLE: Let me rephrase it. 

0 You have told us about telling-Mr. Segal that you 
had placed the stock or attempted to place it for loans 
and you have told us about a conversation or conversations 
with Mr. Segal about not selling the stock. 

Now, with respect to those conversations, 
did you feel at the time that there was anything wrong in 
youc participation in those conversations or that it was 
ill -- al m any respect? 

A No, sir. 
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0 

Q Thank you. Mr. Acton, do you recall that Mr. 


3 

Cl :gg sent to the Securities and Exchange Commission a 


4 

financial statement of Pioneer Development Corporation? 


5 

A 1 GOn,t know if it v;as ever sent or not. I remembe 

r 

6 

sr.ne conversation about it. 


7 

First of all, let me ask you whether Mr. Clegg 


8 

toid y.u that ho was going to send a financial statement 


9 

to the Securities and Exchange Commission. Did he or did 


10 

he not tell you that he was going to? 


11 

A \es, sir, he said he was going to. 


12 

0 All right. And didn't Mr. Clegg also tell you 


13 

th;.t he had contacted an accountant, a Mr. Arthur Blech, 


14 

v/ho was in the process of preparing certified financial 


15 

statements for Pioneer? 


16 

A Yos, sir. 


17 

Q And that the certified finanei-alswere not yet 


18 

completed, but that he would forward the Pioneer.- 


19 

Development Corporation financials to the SEC in an unaudited 


20 

stage in process of preparation, isn't that what Mr. Clegg 


21 

toll] you? 


22 

A As to whether he had sent it, I don’t know. 


23 

0 But he said he would send it? 


21 

s'o n . r? ^ r, 

i 


25 

T show y° u Defendant's Exhibit D for identification 
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and ask you if you can identify it. 

. I-rR. WALKER: I have it narked as a governnent 

exhibit.. 

MR. DOYLE: I understand it was narked as a 
gov.»rnr_nt exhibit. 

TITE COURT: To save tine, go ahead. 

MR. DOYLE: All right. 

Q Can you identify that, Mr. Acton? 

A Yes, sir. 

Q What is that, sir? 

A It was a financial stntenent, a balance sheet 
prepared January the 23rd, 1970. 

MR. DOYLE: Your Honor, it is Governnent's 
Exhibit II for identification and I offer it in evidence. 

MR. V7ALKER: No objection. 

THE COURT: Received. 

(Governnent's Exhibit 11 received in evidence.) 

Q Did you review this with Mr. Clegg at or about 
the tine of its preparation? 

A Sir, I didn't hear the first part. 

THE COURT: Did you review it with Mr. Clegg at 
or about the time of its preparation? 

TITE WITNESS: Yes, sir. 


✓ 


Q 


You did. And did you approve it as being accurate 
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to the best of your knowledge? 

A Yes, sir, 

Q And is that still your position with respect 
to thi. financial statement? 

A Yes, sir. 

Thank you. Nov;, do you recall the preparation 
of a pr-ss release on behalf of Pioneer Development 
Corporation? 

A No, sir. 

Q Pardon? 

A No, sir. 

0 You do not. All right. 

-•'R. DOYLE: Let me have a defense Exhibit E marked 
for identification. 

Q I am going to show you this, Mr. Acton, and 
ask you if this document refreshes your recollection about 
whet-her there was a press release of Pioneer Development 
Corporation. 

tn* • POTLE; Your Honor, that was given to me by 
the government so I am sure they have a copy. 

HIE COURT: Does it have a date? It might help 
the witness. 

NT'.. DOYLE: It is dated February 24, 1970, your 


Honor. 
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A 


O 


A 


O 

who tzher 


Sir, t don't remember this at all. 

You don't remember this at all? 
bo, sir, but I am not denying it. 

You are not denying it. You just don’t recall 
or not there was a press release, is that your 


te timonv? 


A Yes, i don't. 

0 In tact, your recollection about all these events 
is really very hazy, isn't .it? 

A Sate of them, especially that. I don't remember 
that, at all, sir. 

0 no you recall a shareholder's letter of Pioneer 
Development Corporation that was — 


MR. DOYLE: Let me withdraw that question. 

0 Do you recall the preparation of any letters 
to shareholders of Pioneer Development Corporation during 
the time that you veto associated with the company? 

A Yes, sir, one. 

0 All right. And about when was that letter written? 
A In about April. 

Q in about April of 1970. And are you familiar 
”ith th.JL letter? 

Trn , about April of 1969. 

>] About April of I960? 
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Yes, sir, 


MR. DOYLE: Your Honor, nay v/e have that letter 


produce l, please? 


MR. WALKER: April, '69? 

Your Honor, I wL11 look for it if we have it. 

J;:C WITNESS Excuse me, but it was introduced 
as a go.'eminent exhibit. 

MR. V7ALKER: It is a government exhibit. 

I R. DOYLE; May I see it, please? 

I don't have a copy with me. 

Mr. Acton, let me show you what I will mark as 
Defendant Segal's Exhibit F for identification, which is 
the shareholder's letter dated April 1st, 1970, and simply 
ask you whether that might not be the document that you 
are thinking of? 

A This is not the document I am.thinking of. The 
one I nn think of we called our first shareholders' meeting. 
That is the only one that I recall. 

Oh, you are talking about the notice to shareholdei 
about the meeting which was offered as a government exhibit 
and received in evidence. 

A Yes. 

My question was, was any shareholder's letter that 
you kno • of "ritton to the shareholders of Pioneer 
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Dev e Loro.ient Corporation after April 1, 1969, and before 
April 1, 1970? 

A No, sir. 

MR. DOYLE: May I have one moment, your Honor, 
to look something up? 

THE COURT: Surely. 

(Pause) 

0 Mr. Acton, do you recall — first of all, let 
me a-'k, you have had numerous conferences and conversations 
with Mr. Walker, the Assistant United States Attorney v;ho 
has prepared this case for the government, haven’t you? 

A Yes, sir. 

Q In fact, you have been up in the courtroom at 

least: on one occasion actually going ov^r the testimony 
that you would give, haven't you? 

A Yes, sir. 

Q And Mr. Walker has, in fact — 

MR. WALKER: Just for the record, I would like to 
say it wasn't exactly this courtroom. It was a courtroom. 

MR. DOYLE: I understand. Very well. 

0 Your recollection of these events is still very 
hazy and much of your knowledge of the events comes from what 
Mr. Walker lias said to you about the events, isn't that 


coi root.’ 
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0 

121 . WALKER: Objection to rorm. 


3 

TIE COURT: Sustained. 


4 

Mr. Walker has refreshed your recollection 

• 


5 

| abo ” t ° f the facts that you have testified about here 


6 

on the witness stand, isn't that true? 

1 


7 

A Yes, sir. 


8 

And you were not called by the SEC to testify 


9 

‘ n 1970 or l97 l when your recollection would have been 


10 

much better, vrere you? 


11 

A No, sir. 


12 



13 



14 



15 



16 

1 


17 



18 

1 


19 



20 



21 



22 



23 

'* 

* 


24 

• 


25 




/ 







ms 


JA330 

Acton-cross 


194 


0 Now I am going to direct your attention to a 

conference that you had with Mr. Walker on November 15, 

1 973. 

Do you recall being in Mr. Walker's office on or 
about that date, November 15, 1973, which is last fall, a 
little bit more than a year ago? 

A Yes, sir. 

q Do you recall making a statement to Mr. Walker 

to the effect that — 

MR. WALKER: What document? 

MR. DOYLE: 3501. 

q __ in the context of a discussion about the 

subject matter that you testified yesterday, when you 
testified that as a result of the conversation with Mr. 
Segal there was an effort to persuade shareholders not to 
sell, do you recall telling Mr. Walker that you put out a 
stockholders letter afterwards to that effect? Do you 
recall making that statement? 

Do you understand the question? 

A I understand the question. 

q Is your answer that you don't recall whether or 

not you made that statement to Mr. Walker? 

A I don't recall putting out the letter, 

n You don't recall putting out the letter? 
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A No, sir. 

Q Let me ask you with respect to the question of 
whetner or not you told Mr. Walker you put out a letter. 
Government's Exhibit 3501 for identification, does that 
refresh your recollection in that connection? 

MR. WALKER: Your Honor, could we have a state¬ 
ment to the jury about this 3500 material, the fact that 
it was turned over by the Govenrment? 

THE COURT: This is material turned over by the 
Government to the.defense to show whether or not at some 
other time the witness made an inconsistent statement. 

A No. 

Q Does that refresh your recollection, sir, whether 

you told Mr. Walker such a shareholders letter had been 

s ent? 

A The way I read this — 

THE COURT: Tell us whether it refreshes your 
recollection. 

Q Just tell us whether it refreshes your recol¬ 

lection? 

A Yes, sir, it refreshes my recollection. 

0 And you do remember saying to Mr. Walker that 

there was n shareholders letter? 

A This doesn't say that it was. 


v 
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THE COURT: Nobody asked you what it sayo. 

Does it help you remember? 

THE WITNESS: Yes, sir, it helps me remember. 

THE COURT: What does it help you remember? 

THE WITNESS: That we said we would put out one. 

Whether we did put out one I don't know. 

0 Directing your attention to Government's Exhibit 

3502 at page 8, and, first of all, referring to the date 
of November 15, 1973, which is the same date as the meeting 
with Mr. Walker that I referred to in my prior series of 
questioning, in referring to page 8 of 3502 for identi¬ 
fication I ask you whether the underlined material in this 
document refreshes your recollection that what you said 
to Mr. Walker was that a stockholders letter had been 


s ent? 


Yes, sir, it says it had been. 

Do you now remember telling Mr. Walker that a 


19 stockholders letter was sent? 

20 A Yes, sir. 

21 q You do remember telling Mr. Walker that? 

22 a Yes, sir. 

2r, q Is that yr>”r present recollection, that a stock- 

21 i holders letter was sent? 

25 h sir, I don't recall whether one was sent or not 




ms4 


JA333 

Acton-cross 


197 


Q At this time you just don’t recall one way or 

the other? 

A No, sir. 

Q Directing your attention to Mr. Sheldon Lamb 

and c> your testimony about Mr. Segal’s $20,000 check, at 
or about the same time that Mr. Segal furnished the check 
is it not also a fact that M.r Segal took Mr. Lamb with you 
to a bam; in Boston to try to help Mr. Lamb borrow some 
money form that bank? 

A Yes, sir. 

Q Was that effort successful? 

A No, sir. 

Q Mr. Segal, is it not a fact, introduced Mr. Lamb 
to the banker on that occasion? 

A Yes, sir. 

Q Was the purpose to get a loan for the Lone Tree 
Mining claim or was it for Mr. Lamb's ranching activities 
or both? 

A As I recall, both. 

q You recall testifying yesterday about an indebted 

ness of Pioneer to American Aluminum & Steel Corporation. 

Do you recall Mr. Walking asking you whether one of the 
assets of Pioneer was an account receivable from American 


Aluminum 


Steel Corporation? 
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3 

4 

5 
C 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 
19 
29 
21 
22 

23 

24 

25 


A To Pioneer. 

Q You remember testifying to that yesterday? 

A Yes, sir. 

Q Mr. Walker asked you whether a lawsuit had been 

brought and you said it had not been brought? 

A Yes, sir. 

Q In fact, moneys had been advanced by Pioneer to 

American Aluminum Corporation? 

A Yes, sir. 

Q I show you Defendant Segal's Exhibit G for 

identification and ask you if you can identify this, this 
being a group of checks? 

A Yes, sir. 

Q Are those the checks representing moneys advanced 

by Pioneer Development Corporation to American Aluminum & 
Steel? 

A Yes, sir. 

O Are these the advances that are represented 

by the indebtedness that you testified about yesterday? 

A Yes, sir. 

MR. DOYLE: I offer them in evidence. 

MR. WALKER: No objection. 

THE COURT: Received. 

(Defendant Segal's Exhibit G was received in 
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svvi dence.) 

Q With respect to that claim did Mr. Frasier 
ever tell you that he intended to sue to collect that claim 
from American Aluminum & Steel Corporation? Do you recall 

whether he did or not? 

A He discussed it at the time that Mr. Lewis was 
still involved with American Aluminum & Steel. He was 

representing Mr. Lewis. He said he would bring someone 
else in. 

Q He wanted to bring someone else in to bring 

the action? 

A Yes, sir. 

Q Do you recall any further conversations with 

!’.r. Fraiser concerning whether an action had been begun or 

ili'OL Jt .1 ; -• 

A No, sir. 

Q Going back to Mr. Segal's undertaking to attempt 

to raise financing for Pioneer Development Corporation, you 
tried to help Mr. Segal with respect to his attempt to get 
out of his problems with the Riverside Hotel, didn't you? 

A Mr. Scardino tried to help him. 

Q What about you, Mr. Acton? Didn't you? 

For instance, didn't you introduce Mr. Segal to Mr. Jacobs 
or Mr. Jacobson, who had been a possible buyer for Mr. 


v 
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Segal's interest in the Riverside Hotel? 

MR. WALKER: Objection. This is irrelevant. 

THE COURT: Overruled. 

A Mr. Jacobs or Jacobson? 

Q You don't recall that? 

A No. 

Q But you do recall that Mr. Segal was attempting 

to sell his interest in the Riverside Hotel at or about 
the same time that the opening of the stock of Pioneer 
occurred and the events into January and February, 1970? 

You do recall that fact? 

A Yes, sir. 

MR. WALKER: Objection. I think it's irrele¬ 
vant . 

THE COURT: Overruled. 

Q Do you recall being told by Mr. Segal on various 

occasions that he was unable or unsuccessful in selling his 
interest in the Riverside Hotel? 

A Yes, sir. 

Q In fact, what was contemplated, was it not, that 

Mr. Segal would help Pioneer Development Corporation from 
t he proceeds of the sale of his interest in the Riverside 
Hotel if he was successful in selling it? Wasn't that 

the understanding? 
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MR. WALKER: Objection. 


3 

A 

I don't recall that. 


4 

Q 

You don't recall that? 


5 

A 

No. 


6 

0 

i 

Do you recall asking Mr. Segal for any loans 


1 

prior to 

the Pioneer Development Corporation conversation? 


8 


THE COURT: Loans of what? To Pioneer or 


9 

personall 

tO 
j • 


10 


MR. DOYLE: Any types of loans or any financing 


11 

prior to 

Pioneer. 


12 

A 

No, sir. 

2 

13 

Q 

Do you recall the United Greenwater Copper 


14 

Corporation? 


15 

A 

Yes, sir. 


16 

Q 

Do you recall asking Mr. Segal if he wo uLd... _ 


17 

be intere 

sted in obtaining financing for that corpora- 


18 

tion? 



19 

A 

No, sir. 


20 

Q 

You don't recall that? 


21 

A 

No. 


22 

0 

Were you familiar with that corporation prior 

•< 

23 

to Pioneer Development Corporation? 


21 

A 

Yes, sir, but not real familiar. I just knew 


25 

about ic.. 
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0 You don't recall conversations with Mr. Segal 

about it? 

A No, sir. 

Q By the way, did Mr. Schiffman ever tell you that 

there would be anything illegal or improper about the 
trading of the Pioneer stock at any time during your 
meeting with Mr. Schiffman in Los Angeles? 

MR. WALKER: Objection. Can we have a specific 
conversation? 

THE COURT: Sustained. 

Q Referring to your testimony yesterday on direct 

examination of a meeting at the Century Plaza Hotel with 
a group of persons that included Mr. Schiffman — this, I 
believe, was the third meeting when Mr. Walker, Mr. Jay 
Walker was present and Mr. Segal and Mr. Schiffman was 
that your only meeting with Mr. Schiffman? 

A The only one that I recall. 

Q The only one that you recall? Did he say 

anything at that time at that meeting that there would be 

anything illegal or improper about the trading of the 
Pioneer shares without a registration statement being 
obtained? 

MR. WALKER: Objection. 

'lHE COURT: Sustained. 
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< 0 Tell us what you remember of what Mr. Schiffman 
said on that occasion? 

A I don’t remember Mr. Schiffman saying much of 
anything. 

THE COURT: Of course, you may lead. You are 
on cross-examination. 

MR. DOYLE: Yes, I understand, your Honor. 

0 Basically, Mr. Acton, you just don't remember 
what Mr. Schiffman said, if he said anything on that 
occasion? Is that a fair statement? 

A Yes, sir. 

Q You were aware, were you not, that Mr. Segal 
made some paynents for the shares in Pioneer Development 
Corporation that he received, weren't you? 

A No, sir. - 

Q Didn't you know that he paid $5000 to George 

Aaron in compensation for the shares that Mr. Segal 
received at Pioneer Development Corporation? 

A No, sir. 

Q You did not know that? 

A No, sir. 

THE COURT: I want to say to the jury at this 
point, counsel's questions are not evidence, unless the 
witness agrees in the assumption in the question, or the 
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facts stated in the question. 

0 Do you recall any conversations, either with 

Mr. Aaron or Mr. Segal, concerning the payment of $5000 by 
Ilr. Segal to Mr. Aaron for Pioneer shares? 

A No, sir, I don't recall that. 

g Let me show you what 1 have marked as Defendant 

Segal's Exhibit H for identification and ask you if this 
refroshob vour recollection about any such conversation? 

A I see it, but T do not remember it. 

q Do you recall that Mr. Segal wired funds to a 

Mr. Sisson, an attorney for one of the prior shareholders 
of Pioneer Development Corporation? Do you have any 
recollection of that? 

A No, sir, I don't. 

q now, during 1969, the fall of 1969 and early. 
1970, you had various telephone conversations with Mr. 
Segal from time to time when you kept him up to date with 
the efforts that you were working to raise financing for 
Pioneer, didn't you? 

A Yes, sir. 

q you told him about the practice that you were 

having with Mr. Buttran in raising money for Mr. Buttram 
to put his equipment at the mine site? 

MR. WALKER: Can we have a time and place? 
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MR. DOYLE: I'm referring to really a series 
of telephone conversations. 

THE COURT: See if you can fix the time. 

Q Let me ask you whether in November, 1969, you 

nad any telephone conversations with Alan Segal where you 
were in Los Angeles and he in New York, at which time you 
brought him up to date on the status of Pioneer Development 
Corporation and its acquisitions in the mine? 

A I don’t recall. Most of the conversations 

Mr. Clegg had. I had a lot of conversations with Mr-.. 

Clegg and Mr. Clegg talked to Mr. Segal most of the time. 

Q They were telephone conversations? 

A Yes. 

Q Did Mr. Clegg report back to you what he had 

said to Mr. Segal? - 

A Yes. 

Q And reported to you what Mr. Segal had said 

to him? 

A Yes. 

O Do you recall that Mr. Clegg told you that he 

had mentioned to Mr. Segal that there were mercury brokers 
who would advance 5 per cent down payment on the production 

of the mining claims? 

no you recall that conversation? 


S 
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MR. WALKER: Can we have the time? 

MR. DOYLE: Again in November, 1969. 

MR. WALKER: When in November? 

A No, sir, I don't recall. 

0 You don't recall it?^ 

A No, sir. 

0 Mr. Walker directed your attention on a number 

of occasions to the fact that there was no commercial 
production from the mining claims, that, in fac*, various 
amounts of ore were extracted for exploration purposes 
and for the purposes of testing? Is that right? 

A Yes, sir. 

Q They, in fact, were tested? Isn't that true? 

A Yes, sir. 

Q And the assay reports were included in the 
group of materials that was given to Mr. Segal and Schiffman, 
that they were to take it to a broker in New York? Isn't 
that correct? 

A Yes, sir. 

Q You testified that you pleaded guilty in this 

case, Mr. Acton, but the fact is that you really don't feel 
this time that you did anything wrong in connection with 
your activities in connection with Pioneer Development 

Corporatean? 
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ns 


MR. WALKER: Objection. 

THE COURT: Sustained. 

(i Again directing your attention to November, 1969, 

1 want to go back to one point to make sure we have this 
clear, is it a fair statement that your decision to go and 
borrow money on the Pioneer shares was a decision based on 
a plan that You had previously developed and not caused by 
the fact that Mr. Segal had not produced financing at that 

time? 

Do you understand that question? 

A That wasn't the reason we borrowed the money at 


the time, preconceived plans. 

q Put it in your words? 

A We borrowed the money because wc needed it at 


that time for the company. 

q And the stock had opened in New York only a few 

days earlier? Isn't that correct? 

A Yes. 

q That was only a few days after you had given 

the stock to Mr. Segal. 

A Yes, sir. 

Q So you knew about a week before or ten days 

before that you needed money? You knew that just as 
clearly then as you did a few days after the stock opened? 
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THE COURT: You say "you, 


Do you mean 


Pioneer? 


VJhen I say "you," you and Mr. Clegg? You were 


running the company, you and Mr. Clegg? 


Yes . 


So when I say "you knew," or "you did," you can 


take it that you or Mr. Clegg. 


If there is something 


Mr. Clegg knew or did that was different from what you knew 
or did, tell us about that. 

You knew there was a need for financing and a 
need for borrowing at the time you gave this stock to Mr. 


Clegg? 


You knew it just as well then? & 

Not as well, because the check had not been 


returned. 


I am going to show you a document — I am going . 


to show you two documents that I will mark I and J for 
identification. I will give copies to Mr. Walker and 

to Mr. Siffert, and I will show the originals. 

Now I direct your attention to these. These 
are bank documents. I am going to ask you to look at 
them closely. I have a question to ask you after you have 
finished looking at them. 

Do you understand what these documents are? 

A They are charges for the check. 
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p 

Q 

They are debit advices because of a check being 



3 

returned for insufficient funds? 


7 

4 

A 

Yes. 



5 

0 

The check is in the amount of $20,000? 



6 

A 

Yes. 



7 

0 

And it is to the order of Pioneer Development 



8 

Corporation? 



9 

A 

Yes. 



10 

0 

That is the check of Alan Segal that you 



11 

referred to on direct examination? 



12 

A 

Yes. 



13 

Q 

And the date of the advice is November l/th? 



14 

A 

Yes, it is. 



15 

Q 

And that is about two weeks after the time that 



16 

you testif 

ied you decided to go and place loans on the 



17 

stock? 

Isn't that correct? 



18 

A 

Yes, sir. 



19 

Q 

Doesn't that refresh your recollection that 



20 

Mr. Segal' 

s bounced check had nothing whatsoever to do with 



21 

your plan 

to borrow money for Pioneer on the stock? 



22 

A 

Sir, we put those checks^in many, many times. 



23 

So I don ' t 

know which one this is. We sent the check 



24 

for col 1 c 

•tjon for weeks and weeks. 



25 

v 

liov; much money did you feel had to be raised in 



/ 
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order to exploit the mine? 


To put the mine in full operation? 


Yes. 


A Probably half a million dollars. 

Q So that a $20,000 item one way or the other would 

be relatively immaterial in comparison with the overall need 
for financing of Pioneer? Isn't that correct? 

A Overall need, yes, sir, but to keep the thing 
in operation was very important. 

Q Whether this check cleared or didn’t clear, you 
had a plan in mind at the time you gave Mr. Segal the 
stock that you executed shortly thereafter to use the 
stock that you had to borrow money for Pioneer? Isn't 
that Lear, Mr. Acton? 

A Not that I recall it perfectly clear, but, yes, 
sir, we were trying to borrow money. 

Q Whether this check bounced or didn't bounce in 
the overall picture really had nothing to do with the 
question here? You were trying to raise the money, and 
this is the way you were trying to raise the money? 

You told Mr. Segal you were going to use the shares to 
borrow money against? 

A Yes, sir. 

MR. DOYLE: Your Honor, I offer these in evidence 
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MR. WALKER: May I ask a few questions on the 
voir dire, your Honor? 

VOIP, DIRE EXAMINATION 
BY MR. WALKER: 

Q First of all, did you prepare any of these 

documents? 

A No, sir. 

Q Have you ever seen these before? 

A No, sir. 

MR. DOYLE: If there is a competency objection 
1 will withdraw it and call a witness. I will withdraw 
the exhibit, your Honor, so I dpn't see any point to this. 
I don't see any point in pursuing it with this witness. 

BY MR. DOYr.E: 

q At the time You and Mr. Clegg acquired the 

shares, you were acquiring shares at 25 cents apiece from 
preexisting shareholders, and that was also during the 
period that Mr. Mariot and the others that you referred 
to paid $2.50 and $3.00 a share for the Pioneer stock? 

MR. WALKER: Objection as assuming facts not in 

evidence. 

THE COURT: Overruled. 

Do you understand the question? While you 

were paying a quarter and others were paying $2.50 and 









T 


* 
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$3.00 


THE WITNESS: Yes, sir. 

Lid you tell Mr. Mariot, who was paying $2.50 

a share, that you were paying a quarter a share to others? 
Did you tell him that? 

1 don,t know. Mr. Mariot is Mr. Clegg's 
father-in-law. He was dealing with him. 

Q Mr. Meariot was Mr. Clegg's father-in-law and 
he paid 52.50 a share? is that your best understanding 
of these events? 

A My understanding, yes, sir. 

MR. DOYLE: No further questions, your Honor. 

MR. KIRSCHNER: Your Honor, I anticipate about 


an hour 


THE COURT: I can't imagine why, but if you do. 


use as much as you can now. 


MR. KIRSCHNER: Thank you, your Honor. 


CROSS EXAMINATION 
BY MR. KIRSCHNER: 


Mr, Zuber 


My name is Richard Kirschner and I represent 


first of all, let me ask you this, sir: 
These events that you testified to occurred 


approximately five years ago? 













■ 
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2 

A 

Yes, sir. 



3 

Q 

Isn't it a fact that your recollection of those 

7 

4 

events 

is quite hazy? 



5 

A 

Yes, sir. 



6 

Q 

When your conversations with Mr. T y Lewis 



7 

occurred in late 1968 with regard to the acquisition of 

1 


8 

Pioneer 

Development, was Mr. Zuber present? 



9 


Do you understand my question? 



10 

A 

I think the time is wrong. 



11 

Q 

'69? 



12 

A 

'68, no. 



13 


THE COURT: Was Zuber there? 



14 


THE WITNESS: No. 



15 

Q 

Did you ever discuss that with Mr. Zuber? 



16 

A 

No, sir. 

- 


17 

Q 

Sir, when you obtained control of the books 

i and 


18 

records 

of Pioneer in Arizona, when you went down there 


19 

to obtain those books and records, was Mr. Zuber with 

you? 


20 

A 

No, sir. 



21 

Q 

Did you ever discuss that with Mr. Zuber? 



22 

A 

No, sir. 



23 

0 

When you engated In your conversation with 

Mr. 


24 

• 

George 

A.iron and Mr. Casey concerning the acquisition 

of the 


25 

outstanding stock of Pioneer, was Mr. Zuber present? 
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MR. WALKER: Objection. 

THE COURT: Sustained. 

Q When you engaged in conversations with Mr. 

Sheldon Lamb concerning the acquisition of Mercury Mining 
claims did you discuss that conversation with Mr. Zuber 
at any time? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

Q When you engaged in your conversations with Mr. 

Scardino did you ever tell Mr. Zuber about those conversa¬ 
tions? 

A No, sir. 

Q When you engaged in your conversations with Mr. 

Segal, any conversations, did you ever tell Mr. Zuber 
about those conversations? 

A No, sir. 

q When you gave Mr. McKibbon and Mr. Scardino the 
block of stock for the purposes of a loan, did you tell 
Mr. Zuber about that? 

A No, sir. 

Q When you gave Mr. Segal the stock which you 

testified that you had given him, did you tell Mr, Zuber 

about that? 

A No, sir. 










i 
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\ 


*’.7 *jKFP : Oc jeer :.on. 

Q I.i : j o ting ye jl attention to your first meeting 

with Mr. 7 jQT, that occurred in late December of 1969? 

<* 

Is that correct? 

A Yes, 3ir. 

Q When Mr. Zuber came to your house in Los Angeles 
did he introduce himself as Eddie Zuber? 

A 1 don’t recall. 

U You knew who he was, though? 

A Yes, sir. 

**« 

0 Did Mr. Zuber call you before he came over? 

Do you recall that? 

I 

A I don’t think so. I don’t recall. 

0 Isn’t it a fact that when Mr. Zuber came to your 

house he said that he wanted you to go to Reno to help 
him straighten out the payment for the stock? 

A I don’t recall it that way. He said we were 

going to a meeting to straighten out the stock. 

Q When you left your home to proceed to Reno with 
Mr. Zubei you went voluntarily, didn’t you? 

A Yes, sir. 

0 Witn t. spect to the stock that had been driven ^ 
to Mr. Scirdino, it was supposed to bo used 33 collateral 
tax a loan? r• th correct? 


V 
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A Yes, sir. 

Q And the money for this loan was going to be 

used to develop the mining claims? Is that correct? 

A Yes, sir. 

0 Isn't it a fact that Mr. McKibbon used this 

stock for a loan? 

A Yes, sir,. 

Q Isn't it a fact that Mr. McKibbon had actually 

sold the stock and stolen the proceeds? 

A Yes, sir. 

MR. WAIjKER: Your Honor, could we have a clari¬ 
fication as to the Basis of this witness' knowledge of 
that fact? 

MR. KIRSCHNER: This is cross-examination, your 

Honor . 

THE COURT: I'm quite aware of it. 

MR. WALKER: I ask that the answer be stricken 
as conclusory. 

THE COURT: Sustained. 

0 Sir, isn’t it a fact that at this meeting in 
Reno at the Holiday Inn Mr. McKibbon lied and stated that 
he had not sold the stock? 

A Yes, sir. 

1 1R. WALKER: Objection as to form, and I ask 
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1 

ins 

that the answer be stricken. 

THE COURT: Strike it. 

Q During the course of this meeting at the Holiday 
T nn in Ik.no did Mr. McKibbon state that he had not sold 
the stock? 

A Yes, sir. 

0 Was that untrue? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

Do you know whether he had sold it or not? 

Do you know of your own knowledge whether he had sold it? 
THE WITNESS: Yes, he had sold it. 

Q At this meeting Mr. Zuber told Mr. McKibbon 

that ne wanted the money from that stock? 

A Yes, sir. 

Q Isn’t it a fact that Mr. McKibbon had lied to 

Mr. Zuber about v/Hat he had done with the stock? 

MR. WALKER: Objection. 

THE COURTS Sustained. 

Q What did Mt. McKibbon say to Mr. Zuber that he 

had done with the stock? 

A 1 don't recall that he said anything. 

Will you try and recreate as best you can what 
occurred. Tell who said what? 










1 
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2 

I 

A Well, Mr. Zuber said, "You have sold the stock." 

1 


3 

g Did Mr. McKibbon deny that? 


? 4 

A He denied that he had sold the stock. 

! 


5 

Q Go ahead? 


G 

A Mr. Zuber was very loud and — 


/ 

i 

'THE COURT: What did he say, not that he was 


8 

veivy loud. Whad did he say? 


9 

THE WITNESS: He said, "You're lying. You did 


10 

sell the stock." And there was a loud argument. 


11 

1 

THE COURT: What did Mr. McKibbon say? 


12 

THE WITNESS: He said he did not. Mr. Zuber 


13 

then struck him or hit him. 

) 


14 

Q Did he ijrab — 


15 

A Grabbed nim or hit him. 


16 

Q Was there actually an altercation with blows 


17 

being swung? Or was it just a conversation where he 


18 

grabbed him? 


19 

A I think he fchoked him. 


20 

Q After this tussle did Mr. McKibbon admit that 


21 

. 

he had sold the stock? 


22 

A Yes. 


23 

Q At that point did Mr. McKibbon state that he 


21 

would ron iv the money for the stock? 


25 

1 

A Yes. 



J ' .4 * 












ms 
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Q Who was present at this meeting? 

A Mr. Howard, Mr. Zuber, myself, Mr. Scard'.no, 

Mr. McKibbon 

Q There were guns displayed in this meeting? 

A Hot that I saw. 

0 At any time did Mr. Zuber actually threaten you? 

A Mo, sir. 

Q Isn't it a fact that Mr. McKibbon just prior to 

tills meeting, or to your knowledge do you know whether Mr. 
McKibbon prior to this meeting had arranged to have some 
protection brought in for his benefit? 

A I understand he did, yes, sir. 

Q Was that Mr. Glazier’s function at the meeting, 

to protect Mr. McKibbon? 

A Yes, sir. ■- - 

Q The purpose of this trip to Reno was to fi.nd out 

who sold the stock and get the money returned? Is that 
correct? 

A Yes, sir. 

q Isn't it a fact that when you and Mr. Zuber 

went to Reno you both had the same interest, and that 
interest was to get the money back? 

A Yes, sir. 

n sir , after this trip to Reno you visited Mr. 
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2liber's home, didn't you? 

A Yes. 

0 He introduced you to his wife? 

A Yes, sir. 

Q To his children? 

MR. WALKER: Can we have a time on this? 

THE COURT: Fix the time, 
ij Can you tell us roughly when this was? 

A Within several days coming back from Reno, right 
after the 1st of the year, the first week of 1970. 

0 You engaged in a friendly conversation with him? 

A Yes. 

Q In short, you were not afraid of Mr. Zuber, were 

you, at this time? 

A No. 

MR. WALKER: What time are we talking about? 

MR. KIRSCHNER: The time of the meeting. 

Q You are referring to the time you went to Mr. 

Zuber's house? 

A Yes, sir. 

Q That is when I a’ referring to. 

Directing your attention to . 

it was your stock that was traded to Mr. Grant, was it 
act, tor tur coats? 
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A Yes, sir. 

0 And you were present with Mr. Zuber and Mr. 

Howard ’./hen the trade was discussed with Mr. Grant? 

A Yes, sir. 

0 Do you recall what was said? 

k. • 

A Just that We were trading stock for fur coats. 

0 Now, that was the only time that Mr. Zuber was 

present with you in New York, is that right, was at this 
meeting v/ith Mr. Grant? 

_ar 

A The only time I recall 

0 Isn't it a fact that Mr. Zuber put you in touch 

4 

with Mr. Grand for the purpoae of you giving stock to Mr. 

. | 

Grant in exchange for some peri.umes? 

A Yes, sir, I presume. 

Q Isn't it a fact that you did not pay Mr. Zuber 

anything for this? 

A Yes, sir. 

Q Isn't it a fact that Mr. Grant was supposed to 

give Mr. Zuber a fur coat or two for arranging this? 

A Some arrangement. I don't know. 

» 

0 Now, sir, I would like to direct yoru attention 
to tho requirement for a registration statement for the 
stock. 


Was it your belief that a registration statement 


25 











r 
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v,as unnecessary for the Pioneer stock during the course 
of the time you were trading with him? 

MR. WALKER: Objection. 

■’’HE COURT: Overruled. 

A Yes. 

Q What did you base that belief on? 

THE COURT: I will sustain the objection. 

That is something already brought out by Mr. Doyle in which 
the witness has said what his belief was. 

Q With respect to the mining claims, you have 

indicated that you thought the mining claims were very 
valuable? Is kh“.t right? 

A Yes, sir. 

0 And that he Hughes Corporation was interested in 
purchasing those claims? 

A I heard that. 

Q The figure was 5 or 10 million dollars? 

A Big figures, yes, sir. 

* 

0 You had observed an assay report? 

A Yes, sir. 

Q Do you recall what equipment was purchased to 

r .Jft 

help you put th* nine in operation? 

A A lot of equipment, sir. 

0 Do you know where title is — 
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MR. WALKER: Objection, sir. 


224 

This is repeti- 


THE COURT: Sustained. 

0 After the mining claims were acquired you moved 
your wife and your family to the mining site, did you not? 
MR. WALKER: Objection. 

THE COURT: Sustained. 

0 Did you tell Mr. Zuber that you believed the 
mine was very valuable? 

A Yes, sir. 

Q Did you give him all the background on the wine? 
A Yes, ir. 

MR. WALKER: Objection. This is a conclusion. 
Objection as to form. 

THE COURT: You can put it in a leading question, 
if you want. 

♦ * 

► 1 •' 0 Did you have a conversation with Mr, Zuber at 

any lime to the effect that the mine was a valuable 
fettsit? 

. A Yes, sir. 

t * 

Q Did this conversation odour in December or 

January of 1969? 

A January, yes, sir. January, 1970. 

0 December '69 — January '70? 



ms 
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A Yes, sir. 

Q Did you tell Hr. Zuber all the things that 

testified to on cross-examination about why you felt the 
mine was valuable? 

A Yes, sir. 

THE COURT: Would this be a convenient place to 

stop? 

HR. KIRSCHNER: Yes. 

THE COURT: We will take our luncheon recess. 
Don't talk about the case; don't let anybody 
talk to you about it. Remember my instructions about 
that. 2.15. Please try to be on time. 


(Luncheon recess.) 
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AFTERNOCN SESSION 


2:15 P.M. 


BURNEY ACTON, resumed. 


MR. SIFFERT: Your Honor, we would like to call 


a v/itru*; out of turn, if that is possible, 
plane to catch at 5 o'clock. 


Ho has a 


MR. WALKER: A very short witness. 

THE COURT: All right, you may step down. 


(Witness temporarily excused) 

MR. APE: Your Honor, I would object to that. 
THE COURT: Your objection is noted. Overruled. 
(Tury present.) 

MR. SIFFERT: The government calls — 

THE COURT: We are going to take a witness out 


of tr.rii. 


I 


All right. 

Mi’.. SIFFERT: The government calls Ronald Brookins. 


R ON A J. D R. BROOKINS, called as a witness 

by lhe government, having been duly sworn, testified 
as follows: 


DIRECT EXAMINATION 


BY MR. SIFFERT: 

O M.. Brookins, during the years 1968 to 1970 how 


' / 
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1 

* Brookins -direct 


o 

iH:re you employed? 


3 

< 

A 1 was the operations manager for Hornblower 


b 4 

Wc eks Hemphill & Noyes, Denver, Colorado. 


5 

0 And in the course of your duties as operations 


6 

manage i, vore you familiar with the books and records of 


7 

HornMiv/t r & Weeks? 


8 

A Yes. 


9 

I shw you Government's Exhibits 20-A, 20-C 


10 

and 20 - D f or identification and ask if you can identify 


11 

them. 


12 

* 



These are microfilm copies of these statements 


13 

-- Hi is one is George Parris. 


14 




0 What number is that? Is that 20-A? 


15 

A Y^s, 20-A. This indicates the _ 


16 




THT: COURT: Don't tell us what it indicates. 


17 

Arc- those records kept in the regular course of business 


18 

of Hornblower Weeks & Company? 


19 




THE WITNESS: Yes, sir. 

- 

20 




THK COURT: And is it part of your regular business 


21 

to keep l hose record 5 ? 


22 

* 


L 

■n?E WITNESS : Yes. 


23 




MP. SIFFERT: I offer them in evidence, your Honor. 


24 




Are they received? 


25 




1 have offeted them. 



# 















A 



V 


c 










1 


JA366 




Brook ins-direct 


pi v (. ].j j j,*n,ont nt 00 k, 


Q Turning your attention to Government Exhibit 


?0-D, i Ik- McKibbon statement, I ask if you chn calculate 


the t t .1 number of shares sold between 12/22 and 1/14, 


th.L i., 12/22, 'GO, and 1/14/70. 


n,ooo. 


And does it reflect that 18,000 shares were de- 


pr ii.;>i in the account of Mr. McKibbon? 


h Yes 


o That left how many shares unsold in his account? 


A 4,100. 


And is that, reflected somewhere cn the statement 


•f Mi :l ill >on? 


A Or. the January statement, the last entry, 1/27/70, 


i t: .sho .'B 4,100 shares delivered off the account. 


Now, still dealing with Mr. McKibbon's statement. 


'0 P lai dentificati.on, on the date 1/5/70, was a check 


issued ju tl.e amount of $21,713? 


Yes. 


0 An! on 12/1G/69 was a check issued in the amount 


of $79,150? 


A Ye a . 


.i • h respect to all, 20-A, C and D, where were 


the trades f.iginated from in each of the cases? 







# 
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Donwr, Colorado. 


U How can you tell that? 

A Where it has the account number, the account. 

*i The upper right? 

a The upper right-hand corner, the 67 designates 
thnt th 1 1 v;ns the Denver office. 

n Do ''ou know what the practice of Hornblower 
lie* l;s il-*,»iphill & Noyes was with respect to interstate wire 
iron sin i au ions on sale of over-the-counter stock that 
originated from Denver to other brokerage houses in other 

‘j t.ites ? 

r The broker, after having made contact with the 
oust oi.i>! i , would come to our wire room and he would send 
wire-, down to either the over-the-counter department in 
Chicago <i the over-the-counter department in New York, 
stating that, he had so many shares of stock to sell on an 
over -tin counter transaction. 

0 Now, if the brokerage house in these transactions 
were in New York, would the wires have gone to New York? 

/* I couldn't say that for sure. I don't know. It 
could H.ive vent to Chicago or New York. 

0 But if the brokerage house was in New York on 
the eth. • eni of the transaction? 

it would ha'-e came to New York. 
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U It wcxiId have come to New York? 

A Right. 

M So as a general practice, wires were used in 
trjiJi!!. vith brokerage houses that were in other states 
m l ii « l..> brokerage house in these transactions were 
in Mew York, those wires would have been sent to Now York? 

HR. KIRSCHNER: Object to the question as being 
compound and complex. 

THE COURT: Overruled. 

A Yes, sir, that is correct. 

0 So the general, practice was followed in this 

CJ.Si-.' 

A Yes. 

0 I show you Government Exhibit 21-A for identifica¬ 

tion and ask if you can identify it. 

A Yes. It is a check issued to George T. Parris in 
the amount of $36,45°.53, signed by myself. That is my 
signntmn„ 

0 Tint is yoxiT- signature. 

MI . S1FFERT : I offer this in evidence. 

MI . DOYLE: Ho objection. 

TITE COURT: Received. 

(Government's Exhibit 21A received in evidence.) 


0 


,1 fhe time that you were employed at Ilornblower 
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Weeks, vms there an employee by the name of Glena L. Trom^r 


who war: employed under your supervision? 


Yes, sir, she was my cashier. 


0 Can you recognize her signature? 


Yes. 


I show you Government's Exhibits 21-B through E 


<nd a.•>!; i f you can identify the signature on the bottom 


iight (a each of these checks, 


Yes, sir, that is the signature of Glena L. 


Tromor, cashier at Hornblower, Weeks in Denver. 


MR. SIFFERT: I offer them in evidence. 


MR. DOYLE: No objection. 


THE COURT: Received. 


(Government Exhibits 21-B through 21-E received 


in evidence.) 


0 I show you Government Exhibits 1-P, Q and K and 


ask i) 'i n can identify them. Just answer yes or no. 


A Yes, 


o Referring you to the back side -on the bottom 


light- hand corner of each of the stock certificates, on 


the lioti in of 1—K for identification is there a name that 


appears hero? 


A Tony Scardino. 


Q Arid beneath that, is there a stamp? 


\ 
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iH* 9 Brookins-direct 

A Yes, sir, 

Q And what is that stamp? 

A Signature guaranteed, 

« And whose signature is on the bottom of that? 

A Brookins. 

0 Ts that you? 

Yes. 

0 Is that your signature? 

A Y-'S. 

0 Similarly with respect to -- 

MK. SIFFERT: Well, i offer 1—K in evidence, 

MP. DOYLE: No objection. 

MP. PAPE: I would like to see that, your Honor. 
I have no objection to that, your Honor. 

THE CCURT: Received. 

(Covornm?nt's Exhibit lK received in evidence.) 
Q Referring to Government's Exhibit 1-P for 

identification, you have already indicated that you cm 
identify it. Referring again to the bottom right-hand 
portion of the stock rortificate, certificate number2681, 
is there a signature that appears on the bottom of that 
certificate? 

A Tony Scardino. 

0 And again, i . there another stamp signature 






I 


j k 1110 


guaranteed? 
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A By Glena L. Tromer. 

C> Is that Mrs. Tromer's signature? 

A Yes, sir. 

MR. SIFFERT: I offer it in evidence. 

MU. PAPE: May I speak to the witness briefly 
on the voir dire on this document? 

THE CCURT: Let's put the other one in and then 
you can >io it at the same time. 

0 Government's Exhibit IQ for identification, 

you have already indicated you can identify it. Referring 
to the )> ck of the certificate, number 2882, and 2883, 
ar.- there signatures on the bottom of both of those? 

A Richard E. McK.ibbon. 

i And are both stamped signature guaranteed by 

Ciena l,. Tromer? 

A Yes, sir. 

MR. SIFFERT:I offer this in evidence. 

MP. PAPE: Ko objection. 

(covernmeni's Exhibit 1-Q received in evidence^ 

ML. SIFFERT: Your Honor, I have no further questions 
at this Lime either. 


MR. PAPE: Well, your Honor, I would like to begin 


ith I h i„ 
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>3 •*» 


THE COURT: Go ahead. Preliminary examination. 


VOIR DIKE EXAMINATION 


BY MU. I’/iPE: 

° Mr. Brookins, would you please explain for my 
benefit ..nd that of the jury exactly what this "by attorney" 

MCiiii't hoe? 

h The "by attorney" is a registered signature 

J0t 

/ill. tl-e llo'-i York Stock Exchange to clear certain people 
in t ho ltornblower Weeks chain fcranch stock brokerage business 
lh.it were certified, that the signatures of securities 
.ir. , in i.ffect, authentic. 

r ’ Ee v/hat that means is that your employee, Glona 
T> r.’i >■ i , his her signature registered somewhere? 


A Yes, sir. 


" Is: that r.ioht? 


A Right. 

New, before she signs that signature guaranteed, 
does that mean that she has compared this signature with 
tin signature of specimen of Mr. Scardino's that you have 
thi-ro at l hr office? 

A Y rn, sir. 

0 What does that mean? 

A Yf ii menn how was the stock received? 

0 iM.ctly. 
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A Okay. 

Q How does she — what does it mean when she signs 
her name and says signature guaranteed? 

A If the stock certificate came in direct to what 
they call the operations department, where it was addressed 
t ■> t he hi okor, in either case, we would go to the broker 
and a*>K lor him to verify that that is a true signature 
at Hr. S.ardino, and the broker in one or two ways would 
• itho :».iy '>es, that is Mr, Scardino’s, I seen him sign it, 
or he would call Mr, Scardino and ask if he did sign it, 
or .‘.one ..orl of a true verification before we would guarantee 
th signature. V7o were assured that it was his signriture, 

THE COURT: Mr, Pape, I am afraid you are blocking 

1 he jury. 

MR, PAPE: Yo«^ your Honor. 

f< Put it does not mean that Mr. Scardino signed this 

oevtiLic.de in the presence of Mrs. Troner, does it? 

A No. 

Ml:. SIFFERT: Objection, your Honor. 

THE COURT: Overruled. 

A Mo, sir. 




ins 
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Q And you don't know of your personal knowledge 

whether Mr. Scardino ever signed this certificate, do you? 
A No, sir. 

MR. PAPE: I would object to the admission of 

this document. 

THE COURT: Overruled, 

(Government's Exhibit 1-P was received in 
evidence.) 

MR. DOYLE: I have a few questions on cross- 
examination. 

CROSS EXAMINATION 
BY MR. DOYLE: 

0 Mr. Brookins, Hornblower Weeks is one of the 

largest brokerage houses in the United States? 

A That is correct. 

Q It has branch offices all over the country? 

A Yes, sir. 

q it is a member of the New York Stock Exchange? 

A Yes, sir. 

q And the American Stock Exchange? 

A Right. 

Q A member of the National Association of 

Securities Dealers? 

A Right. 






1 
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2 

Q And registered wit’i the Securities and Exchange 


3 

Commission? 


, 4 

A Right. 



Q were the trades that you have testified about 


6 

here today executed by Hornblower Weeks in the regular 


n 

t 

course o i its business? 


8 

A Yes, sir. 

r 

9 

U Is it the regular course of business of your firm 


10 

to execute such trades? 


11 

A Yes, sir. 


12 

U is the registered representative in a particular 


13 

account the employee of your firm who deals with the 


14 

customer i 


15 

A Yes, sir. 


i 16 

o <jho was the registered representative in this 


17 

case? 


18 

A John Parker. 


19 

Q is he still with the firm, sir? 


20 

A No, sir. 


21 

q do you know his present location or whereabouts? 


22 

A it is just in the Denver area; he is not in 


23 

Denver right now; it is further north. 


7A 

Do you havethe present address? 


25 

HR. SIFFERT: The Government will be calling 
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Mr. Parker 


MR. DOYLE: That you very much. No further 


questions 




V, 


il 


THE COURT: Any further cross-examination? 


You are excused. 


MR. PAPE: T do have some cross-examination. 


Excuse me. 


CROSS EXAMINATION 


BY MR. PAPE: 


Mr. Brookins, one of the exhibits you identified 


was an account sheet for Mr. George Paris? 


Yes, sir. 


Do you know him personally? 


No, sir. 


Another was for Mr. Richard McKibbon, 


Do you know Mr. McKibbon personally? 


Not personally, no. 


Would you have anything in your records there 


from Hornblower Weeks that would enable us to find Mr. 


McKibbon, find out where he is today? 


No, sir, not that I'm aware of. 


Do you have anything in your records from 


Hornblower & Weeks that indicates that at the time these 


stock transfers took place Mr. Richard McKibbon had a power 
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of attorney from Mr. Anthony Scardino? 

A If there was such a power of attorney there 

should he a reocrd, yes, sir. 

q Do you have records here today that would indicate 


that? 


A No, they would be in the Denver office, 

g When you return — 

A 1 am no longer with Hornblower Weeks, 

g \ou are no longer with Hornblower Weeks? 

A No, sir. 

q Were you ever in the Denver office wehen Mr. 

Anthony Scardino was there? 

A Not that I can recall. 

q so you never saw Mr. Scardino bring a 6000-share 

certific ate of Pioneer stock into that Denver office? 

MR. SIFFERT: Objection, your Honor. Asked and 


answered. 


THE COURT: Overruled. 

Not that I can remember, 
or a 5000 -share certificate? 

No, sir. 

MR. PAPE: No further questions, your Honor 

THE COURT: You are excused. 

(Witness excused.) 


. A 
Ah 


1 r 
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I BURNEY ACTON, resumed. 

CROSS EXAMINATION (Continued) 

BY MR. KIRSCHNER: 

0 Mr. Acton, I would like to ask you several 

*■ 

important questions at this point. Listen carefully. 

First, did you ever agree with Mr. Zuber -- 
I'm reading from the indictment now -- to secure control 
of many thousands of sharesof stock, never registered with 
the SEC, in an active "Shell Corporation", namely. Pioneer, 
then to establish an artificial market in the stock through 
manipulative defices, including quotes at arbitrarily 
selected prices, touting, giving assurances against loss, 
and directing trades, and then finally to sell, pledge 
and distribute this unregistered stock at artificially 
high prices, to purchasers and lenders in order to 
fraudulently obtain many hundreds of thousands of dollars 
at their expense? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

y Lid you ever agree with Mr. Zuber to do any of 

those things? 

MR. WALKER: Objection. It is for the jury to 

determine. 

THE COURT: Sustained. 


v 


I 








I 
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Did you ever have any conversation with Mr. 


Zuber about those things? 


No, sir. 


Q Now, sir, during the course of your relationship 
with Pioneer Development you didn’t intend to defraud 

anyone, did you? 

MR. WALKER: Objection. Calling for the 


operation of this man's mind. 


It is for the jury to 


decide. 


relevant. 


THE COURT: Yes. But his state of mind is 


Overruled. 

THE WITNESS: Rephrase the ques' ..on. 

0 During the course of your relationship with 

Pioneer Development Corporation you did not intend to 
defraud anyone, did you? 

A No, sir. 

0 Sir, did you ever conspire with Mr. Zuber for 

the purposes of defrauding others in connection with 
Pioneer? 

THE COURT: Sustained. It calls for a conclusion, 

0 isn’t it a fact, sir, that during the course of 

your relationship with Pioneer Development Corporation you 
diu not believe you were violating the law? 


t 
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MR. WALKER: Objection. 

THE COURT: Sustained. 

MR. KIRSCHNER: I have no further questions of 
this witness. 

MR. WINOGRAD: On behalf of the defendant Levine 

no questions. 

CROSS EXAMINATION 
BY MR. NEWMAN: 

Q Mr. Acton, I assume that you never knew Howard 

Finkel stein before you had that meeting with him in 
Reno? Is that correct? 

A Yes, sir. 

Q You did not know him? 

A I met him right before we went to Reno. 

Q On the way? *. - * 

A Yes. 

Q But before that you never knew him? 

A No, sir. 

Q Now, regarding the Pioneer Development Corpora¬ 

tion, to your knowledge was Mr. Finkelstein ever a stock¬ 
holder? 

A No, sir. 

0 Was he ever an officer of the corporation? 

A No, sir. 


\ 


Ct 
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Q Was he ever an employee of the corporation? 

A No, sir. 

Q Now, after the meeting in Reno you got to know 

Mr. Finkelstein better? Is that correct? 

A Yes, sir. 

0 As a result of knowing him and talking with him 

you invited him to come out from his home in New York to 
the mines? Is that correct? 

A Yes, sir. 

Q In fact, you spent a day or so with him in Reno 

and then you drove out to the mine with Mr. Myron Buttram? 

A Yes, sir. 

MR. WALKER: Can we have a time on that? 

Q I believe that was in January, 1970? 

A Approximately. 

Q When you got to the mine with Mr. Finkelstein 

and Mr. Buttram, can you tell us in your own words what 
was happening at the mine? Was there any equipment 

there? 

A Yes, sir. 

Q Was some of that equipment several trucks? 

A Yes, sir. 

Q l believe you had a bulldozer? Is that 

correct? 
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A Yes, sir. 

Q And a generator had been built, ah electric 

generator, at the mine? 

A Yes, sir. 

Q There was a house there? You, Mr. Buttram 

and Mr. Finkelstein spent some nightr, sleeping there, a 

ranch house? 

A Yes, sir. 

Q And while you were there with Mr. Buttram and 

Mr. Finkelstein there was work going on in digging up some 
of the soil, some of the earth from the mine? Isn't that 
correct? 

A Yes, sir. 

Q In fact, the bulldozer was working, being used 

to dig up some of this soil from the mine or the dirt from 
the mine? 


18 

! 

Yes, sir. 





19 

Q 

During that 

time 

it is correct. 

isn't it. 

that 

20 

you had discussions with Finkelstein about 

your hopes 

in 

21 

the mine 

> 





22 

A 

Yes, sir. 





23 

0 

These hopes 

were 

that eventually the mine 

would 

21 

be produ 

cin-i mercury? 








2.5 


A 


Yes, sir. 
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2 

Q 

And at that time you told Mr. Finkelstein that 

3 

the price 

of mercury was extremely high? 

•1 

A 

Yes, sir. 

5 

Q 

Did you also have an understanding with Mr. 

6 

Finkelstein that when this nine became operational that 

he would worK as a salesman for the mining company selling 

7 

8 

this mercury? 

9 

T 

t\ 

Yes, sir. 

10 

Q 

Now, there were two engineering studies made 

11 

about the 

property of the soil or the ore in that mine? 

12 

■v 

Isn't that correct? 

13 

A 

Yes, sir. 

11 

Q 

Mr. Acton, you have a college degree, don't you? 

15 

A 

Yes, sir. 

16 

Q 

Did you discuss with Mr. Finkelstein in detail _ 

17 

j the process of extracting the mercury from the ore? 

18 

A 

l don't recall whether I did in detail. 

19 

Mr. Buttram was much better qualified than I was. 

20 

! 

Were you there when Mr. Buttram discussed the 

21 

quality of the ore? 

22 

A 

Yes, sir. 

23 

G 

Was Mr. Finkelstein there? 

24 

A 

Yes, sir. 

25 

Q 

I 

Did you believe in M.r Buttram's qualifications 










1 
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as an expert in this field? 

MR. VJALKER: Objection. 

THE COURT: Overruled. 

A Yes, sir. 

Q To your knowledge, he was an outstanding expert 


in this type of mining operation? 


Is that correct? 


A Yes, sir. 

Q You conveyed your feelings about his expertise 

in that field to Mr. Finkelstein? 

A Yes, sir. 

Q It's true also that there was a man there who 

was Mr. Clegg's father-in-law at that time, or shortly 
thereafter, out at the mine? 


Yes, sir. 


That was — 


Mr. Mariot. 


First name? 


Ermanno Mariot. 


Q It's also true that Mr. Mariot had moved his 

family out there and was working in an attempt to get 
the mine going? 

A Yes, sir. 

0 Uhat was Mr. Mariot's background? What was 

Ins occupation? 


2.5 














1 
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2 

A 

Mechanic. 



3 

Q 

Was he working on the machinery? 


- 

4 

A 

Yes, sir. 



5 

Q 

Did he have his family there? 



6 

A 

Yes, sir. 



7 

Q 

Where was he living at the mine? 



8 

A 

1 

In a house trailer. 



9 

Q 

With his family? 



10 

A 

Yes, sir. 



11 

0 

1 

Mr. Acton, could you give us in dollar value 



12 

your personal investment in Pioneer Development Corporation 



13 

trom beginning to end, the best approximation you can? 

. - 



14 

| 

A 

Just an approximation, I would say a hundred 



15 

thousand 

dollars. 



16 

Q 

That you put in? 



17 

A 

Yes,sir. 



18 

Q 

Did you ever get any of that back? 



19 

A 

Very little. 

- 


20 

Q 

When you sold the company? 



21 

A 

Yes, sir. Well, we got in some money from 



22 

some of 

the stock, the loans. 



23 

Q 

Now, during the month of January, 1970, when 



21 

von were 
* 

with Mr. Finkelstein out at the mine did an 



25 

occasion 

1 

i 

1 

arise wyen you discussed with him or explained 
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to hiia that the stock of the Pioneer Company was free 
trading stock? 

A I don't recall, but very possibly. 

Q Did you ever mention the term free trading stock 

to Mr. Finkelstein? 

A Yes, sir. 

Q Mr. Acton, you were asked by Mr. Doyle on cross- 
examination if you had ever gotten a letter from the lawyer 
tor the Pioneer Development Corporation about whether or 
not the Pioneer stock was free trading stock and I think 
your answer was that you didn't recall? 

A Yes. 

Q Mr. Doyle asked You if you had been told it was 

not, you said no, and his Honor asked you if you had ever 
asked, and you said no. 

What firm of lawyers was representing the 
Pioneer Development Corporation in 1969 and 1970? 

A H. L. Frasier — Wadsworth, Frasier, McClung & 

Doll. 

Q And were they at 405 Wilshire Boulevard in 
Los Angeles? 

A Yes, sir. 

q now, the' transfer agents for Pioneer Development 

Corporation in Reno, Nevada, was who? 









■M 


1 

rr.s 

JA387 

Acton-cross 251 

• 

2 

A 

Nevada Agency & Trust. 


l 3 

Q 

Was it the Nevada Corporations, Incorporated 


, i 

involved 

a transfer agei t also? 


5 

A 

Who, sir? 


6 

1 

Q 

Nevada Corporations, Inc.? 


7 

A 

I don't recall. 


8 

Q 

Nov/, is it still your recollection that you don't 


9 

recall ever getting any letter from Mr. Frasier, of 


19 

Wadsworth 

, Frasier, McClung & Doll about Pioneering 


11 

1 

Development Corporation stock being free traded? 


12 

A 

I don't recall it. 


13 

Q 

If I showed you this letter, March 20, 1970, 


14 

would you 

look at that and tell us if that refreshes your 


| 15 

j recollection? 


\ 16 


MR. SIFFERT: Is it marked? 


17 


MR. NEWMAN: I got it from you. I don't have 


18 

1 

the marking on it. 


19 


MR. SIFFERT: Could we see it? 


20 


MR. NEWMAN: Sure. 


21 


THE COURT: Let's call it Finkelstein's Exhibit 


22 

A for now 

• 


23 

A 

Yes, sir. 


24 

Q 

| 

Does this refresh your recollection, Mr. Acton, 


25 

about whe 

ther or not the lawyers for the corporation ever 






I 
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3 

4 

5 

6 | 

7 

8 
o 

| 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
21 
25 


it could be traded? 

MR. WALKER: Objection. Improper. 

THE COURT: Sustained. 

Q Now, on direct examination, Mr. Acton, you said 
that you had been told that restricted stock was always 
marked with a legend on the face of it? Is that correct? 

A Yes, sir. 

Q That was you knowledge of how restricted stock 

1ooked? 

A Yes, sir. 

Q Did a time ever come that Mr. Finkelstein was 

shown some stock by you or given some stock by you? 

A Shown some, yes, sir. 

Q At any time did you ever show Mr. Finkelstein 
any stock that had such a legend on it that said "restricted']? 

A I don't recall whether he saw it or not. He 

probably did. There was some stock that had that legend 
on it. 

0 Now, Mr. Acton, your dealing with Mr. Finkelstein 
at that time, in 1969 and the beginning of 1970 was for 
the most part to help develop the mine? Is that correct? 

A Yes, sir. 

0 but. there was an instance where some fur coats 

were traded with a Mr. Grant in New York City? 




I 
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A Yes, sir. 

Q Was it the understanding at that time between 

i he parties that Mr. Finkelstein was to receive one of 
these coats from Mr. Grant? 

A He was to receive something, yes, sir. 

Q That was from Mr. Grant? Is that correct? 

A Yes, sir. 

0 Now, Mr. Acton, at any time did you ever discuss 

or consider or have any understanding or agreement with 
Mr. Finkelstein about any scheme to artificially raise or 
manipulate the price of any stock? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

Q Did you ever have any discussion at any time 

with Mr. Finkelstein or any understanding or agreement with . 
him to use the mails in any way to defraud anybody? 

MR. WALKER: Objection. 

THE COURT: Sustained. 

MR. NEWMAN: I have no further questions. 

Thank you. 

CROSS EXAMINATION 
BY MR. RAPE: 

Q Mr. Acton, in the summer of 1969 where did you 


25 


reside? 
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2 

1 

1 

A 

Los Angelo. California. 

O 

u 


Q 

Were you s ending a fair amount o_ time in 

4 1 

1 

1 


* 

.1 

5 !. 

A 

Yar. sir. 

i 

6 

| 

1 

r> 

In the sun ar of 13CO hew long had you known 

• 

7 

t 

1 

Anthony 

Scardir.o? 

8 

t 


* 

A 

A crood period o? 51 veer/ tvo yc 3 r 3 f tliree, 

1 

9 | 


0 

Did vou kn:. ’ what his employment vas at that 

10 , 

1 

1 

I 

time? 

only copy AVAILABLE 

n j 

1 

1 

A 

Yes, sir. 

12 , 

1 

Q 

What was his employment? 

,3 

i 

ji 

h 

He worked rsr Foley's Department Store in 

M ! 

,1 

Hour. ter. 

• 

15 

[• 

C 

Do you know what he did in Foley’s? 



A 

y sir. T wad V\e deccrtrted -els 

i l 


motel s 


18 

i; 


Did you ever *'isit has office au Tciey’s? 

19 

It 

[J 

7i 

Yes, sir. 

20 

j. 

Q 

In the sur er of I960 vac Mr. So.- rdino spending 

21 

i 

a considerable amount of tire in P.er^? 

22 


\ 

Yes, sir. 

23 

•i 

j. 

o 

What was. 1 . doing there? 

21 

|! 

r 

Refurbish!r-er the Riverside Motel. 

2 .') 

J! 

r> 

Dir.’ you ar Mr. Clegg at mat time have any 


i 
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interest in a business which did something to wails? 


Will you p ease describe for the "jury what kir. 


of business that was? 


A I t was an. eIsctrostacic flecking business 

where we put a felt 1:;ht material cn the walls. 


Was that f rn of yours and Mr. Clegg's hired 


n I' 

1U || 


by Mr. Scardir.o to f 1 „ck the walls c c the Riverside 
Hotel? 


Yes, sir. 


Q About when was that, if you can rareir.berl 

I know it’s five year l , but if you can ror.ember. 

A The fall Dl ’ 6 S, September, October. 


Were you at the Riverside Hotel fairly frequentl 


durir.o that neriod? 


17 


A Yes, sir. 

Q Was Mr. Stardino spending most of his time in 
Houston and part of his time in Reno? .Or can you remeir.b 


how it was divided up: 


I don't know hew it was divided up. I know he 


was in Reno ouite a bit. 


Did you e* er meet a rr.an named Richard McKibbon? 


Yes, sir. 


25 j| 


Can you remember approximately when you met Mr. 
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» 

2 

McXibbon? 


3 

; 

A The summer or fall of 1553. 

. 


4 

Q To you re~ "ber how you ccr.c to meet Richard 


5 

i 

McKibbcn? 

! 

l 

6 

A Mr. Socrdi •. o introduced rr.o to hie.. 


i 

Q Do you kne whut Mr. Ms Miboon’s relationship to 


8 

Mr. Scerdino ••as at t. e tire? 

i 


9 

A I understc d that he v •- s tn employ :o of Mr. 

10 

i 

Scr.rdino ’ s. } 

11 

j Q There at tr*a hotel? ONLY COPY AVAILABLE 

15 

A At tee hotoL. 


13 

Q Do you knew where Richard HcMibber is today? 

| 


14 

| 

A Ko, sir. 


15 

1 

Q Do you hate any information that you could give 


16 1 

na that ’would enable as to find him? 


17 

A No, sir. 


18 

Q V.'ere you cMose enough to Mr. Scardir.o at the 

> 

19 

time, Mr. Acton, to bn aware that ho was once hospitalized 


20 

in Reno? 


21 

i 

A • Yes. I rerr.i_tr.ber something about it. 

1 


22 

Q Were you a are that .?s a result of that hospital¬ 


23 

ization Mr. McKibfcon ad a power of attorney from Mr. 


24 

S card, ino ? 


25 

MR. WALXEi• Objection. 


j 

THE COURT- Sustained. You arc away outside 


i 

1 

the scope of the dire. .t. 



9 
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j '- u 



1 

2 

vv.r.rtir>d .it thr.t t 

r 0100 —ing . ii:- ~ittrr by ?:•*. 

3 

W 1 i”.' ii invos 1 ; 

1 

4 1' 

Yc'i, si r. 


1 

1 

1 

5 

r -.-* 11 . porh- 

• r : u , . 1 ■; ....._. 

^ ~~ - - x .•-" . — r:.z morv u 

1 

! 

6 

"C:; ’ 'vid rn: dr.in ■ 


_ 1 

< ! 

i. 

• ** *;■*"*f 

” "• '■ 1 ■ - ?" b- rof.r?c''3ci. 


8 : 

;ov has 

ere- • r - till it. 


0 

^ 1 

1 

r::: cc/rr? 

1 

c ‘ ; ' • • i think ho ! 

10 

said ha Ksr. 1 ". carta 

t 

i. 

ii 

\ 

12 1 

MR. Pi; 



then, your Kcnor. 



13 

Ij 

? /»t that tv 

d. yev ..rah.- !;i ..'X. 'uiker .id 


U li 

1 

h 

the 3PC invartig?tor 

■ ..*.t you first let .Me.- Segal at t*v 


15 | 

11 

j| 

Civile Ido Hotel 'ih.il' 

-’0 hotel vas util?, being decorated 


16 

through Tiny Scare'in?. 

’ VP- rv.o'ri;:.-' stating that to t!.• 


, _ '1 

l / •' 

|; 

i Ye e, sir. 



13 i 

!i 

n v-ould. it be 

likely thr.h y-ur r.-nory was bitter 


19 

!' 

back then over a ve?ir 

r .70 thin it ir today or than it was 


20 i 
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a stock certificate 
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as a result of this *'itness ’ cross-examination. 

THE COURT: ill right. 

iiR • GR2EK3.:: \ q • You: Honor, excuse me, before 
Wal!:or be ? ins his redirect, there was one ana 11 item 
of evidence which we want to ask Mr. Acton about. Mr. w.lkec 
has been unable to p.-educe it nc, but 1 anticipate we 

will have it after t).o break. May vc nek it on cross-exa.;.:,., 
tiers at that tirra? 

a.rIE C CURT : /ou had your opportunity to cross- 
cxamr.ne. V7hy didn’t you ask it thcr? 

GP.EEUB11.G: The item o' 7 evider ro we n^ed 
has not been available fren the government. 

•HE CCXJRT: I'm sorry, i didn't understand that. 

MR. WALKER: Your Honor, we looked for it during 
the lunch hour and because this witness was on the stand 
I was unable to go den to the off in-, and if during the 
break between — if -,r have a break this afternoon, I can 


find it. 


THE COURT: don't get ip. the elevators nov;. i 


don't want you to go /rwnctairs. if you get in the elevat. 
you will never come b :k. 

HR. WALKER: I will try the stairwell, your Honoc. 
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jkh24 Actlon-recross 

THE COURT: Can you shoot it from there? 

MR. PAPE: Yes, sir, I can shoot it from here. 
BY MR. PAPE: 

Q. Mr. Acton, at the time you entered the guilty 
plea in this case, were you financially well off or 
were you a poor man? 

MR. WALKER: Objection as irrelevant. 

THE COURT: Sustained. 

MR. PAPE: No further questions, your Honor. 
THE COURT: That wasn't a question. 

We will take our recess now. 

(Witness excused.) 

(Recess) 
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MR. WALKER: Your Honor, we are ready for the 
next witness. 

THE COURT: I notice that a couple of you jurors 
are taking notes. I would direct you not to do that. 

You can't possibly get it word for word and it distracts 
from your watching the witness and observing his demeanor. 
You are looking at the forest, instead of the trees. 

At the end of the case if you can't remember the evidence 
and If your fellow jurors can't refresh your memory and if 
you want read back exactly what the witness said, we have 
a court reporter here who will read it back. That Iz 
why he is here. I am sure -- please don't ask questions. 

I anticipate that your problem is you can't relate at all. 
and in a case like this that is almost impossible as it 
goes in. It is something like a jigsaw puzzle. But at 
the appropriate time the lawyers will make their closing 
arguments, at which time it is their job to weave the 
threads of the evidence into a fabric of proof that is 
understandable to you. 

So you just watch these witnesses, remember what 
they say as best you can, and the lawyers will hopefully 
tie it together for you in their closing arguments. 

MR. WALKER: May I get the next witness, your 

Honor? 
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S T U A R 

T S C H 1 F F M A N , called as £ 

3 

witness by the Government, being first duly '••worn 1 

4 

test 

i fied as foilows: 

5 

DIRECT EXAMINATION 

6 

BY MR. WALKER: 

7 

Q 

Mr. S-hiffman, directing your attention, sir, to 

8 

1969, how 

were you employed at that time? 

9 

A 

1 was an attorney. 

10 

Q 

Specifically, sir, where were your offices? 

1 1 

A 

26 Court Street in Brooklyn. 

12 

Q 

At that time did you know Alan Segal? 

13 

A 

Yes, 1 did. 

14 

Q 

Do you see him here in the courtroom? 

15 

A 

Yes. 

16 

Q 

Which one is he? 

17 

A 

The gentleman standing up there. 

18 

Q 

How long had you known Mr. Segal? 

19 

A 

Oh, about a year and a half at that time. 

20 

Q 

What was your relationship with Mr. Segal? 

21 

A 

1 acted as attorney for Mr. Segal, and it was 

22 

a social 

relationship, too. 

23 

Q 

Specially, sir, does the name Kelli, Jackson 6- 

24 

Scott mean anything to you? 

25 

A 

Yes, it does. 
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Q What was Kelli, Jackson & Scott? 

A It was a corporation that was used to invest 

money in various business enterprises. 

Q Whose corporation was it? 

A Well, Mr. Segal owned the corporation and I acted 

his nominee for the corporation. 

Q When you use the word "nominee, !l what do you 

mean? 

A Well, I was the president of the corporation. 

I signed all the checks and held myself out as the president 
of the corporation, and, in fact, was, and Mr. Segal was 
the equity owner of the stock. 

Q Did you act on your own behalf in connection with 
Kelli, Jackson & Scott at any time? 

A No, sir. 

Q Did you always act on the instructions of Mr. 

Segal in conducting the affairs of Kelli, Jackson & Scott? 

A Yes. 

Q Where was the firm of Kelli, Jackson & Scott 

1ocated? 

A Well, the books and records, that is, the check¬ 
books and receipts were kept at my law office in Court 
Street. The corporate books, I don't know where they 
were located. 
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Q Did you ever see them? 

A No. 

Q With respect to checks drawn on the account of 

Kelli, Jacksoti & Scott, were those signed by yourself? 

A Yes. 

Q Were checks ever drawn independently of Mr. 

Segal's instructions? 

A No, they were not. 

Q Were there any occasions, sir, where checks 

were signed by yourself and just given in blank to Mr. 

Sega 1? 

A Yes, there were times when that was done. 

Q Directing your attention, sir, to 1968 and 1965, 
that period, what was the duration of your tenure as the 
nominal president of this company? 

A Well, from I believe the beginning of '69 to the 
end of '68, until either the end of '69 or early '70. 

Q Were there any documents that you ever saw on 

which Mr. Segal's name appeared as an officer or being 

involved with the company in any way? 

A No. 

Q Now, sir, directing your attention to the summer 

or fall -- excuse me -- the early fall of 1969, did there 
come a time when you went to the Century Plaza Hotel in 
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Los Angeles, California? 

A Yes. 

Q Whom did you go with? 

A Mr. Segal . 

Q What were the circumstances that led you to go 
out there? 

A Mr. Segal asked me to accompany him to Los 
Angeles to look into a business transaction, investment, 
for Kelli, Jackson & Scott that he was thinking of making. 

Q What happened? 

A Well, we flew to Los Angeles, and on the way out 
he explained to me that he had had some meetings with some 
people who were involved with this company. 

Q Did he mention the name of the company? 

A Yes. 

Q What was the name of it? 

A Pioneer Development Corporation. And he said 

if the time came when things loosened up a little that he 
might make an Investment in the company, and he i anted me 
to go there with him and see what we could find out about 
the company. 

Q When you got to Los Angeles what happened? 

A When we arrived we were met at the airport by 

three gentlemen, I believe. 
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A Well, I looked through .t. It was something 

about mines, and not being an expert in mines a rt being 
an expert in mines and not being able to under* t.o.d it, I 

didn't really read it. 

Q what did you do with that file? 

A well, I took it over to Karen G Company and I 

talked Mr. Azzerone, who was the president or" Karen s. 
Company, and I gave him the due diligence i-’-c - - as.;od 

him if he would be willing to trade the stock, a : .e said, 
well, he wanted to know, first cf all, how he c_ulu go 
about opening it in the pink sheets, which is 
over-the-counter stocks trade, due to the fact .tat it was 
not trading at the time, and I said that we haw to f_ll 
out a form for the National Quotation Bure. »©• if 

they will okay it for trad.^nn .r the pink she? 

Q Would you tell the Court and jury we hr. 

Azzerone's position was? 

A Well, he was, I thinx, the president cd Karen & 
Company, which was an over-the-counter stockbr* 


firm. 


What specifically was the size of Karer £■ 


Company at that time? 


Well, do ycu mean employees or caprt 
Approximate employees? 
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A Probably abouc 12 or .. emp.'.o 

q What was the conversation that you m f with him 

concerning the use of the form 

A Well, I said the form is necessary because no 

one is trading the stock now ar.d it a5S - c ' ' - 
so we have to fill out the form, and he obtained the form 
from the National Quotation Bureau and filled xn -he 
pertinent information for him, and then he signed it and 
forwarded it to the National Quotation Bureau. 

q Is it your understanding as a lawyer practicing 

at this time that this form v;as required oefore stock could 
be traded over-the-counter? 

A ifes, sir. 

q Where did you get the information that you put 
on the form? 

A some of the information was in the cue diligence 

file, and I'm not sure what is an the form now, -u if I 

could look at it — 


Q 


fication. 


show you Government's r.xhiir V. 1 raenti- 


Can you identify that form? 

A This is the form that I fi! ~d on". 

q is that the form you have been talking about in 

court here that you have testifier about? 
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A Yes. 

MR. WALKER: I offer it. 

MR. DOYLE: No objection. 

THE COURT: Received. 

(Government's Exhibit 100 was received in 
evidence.) 

Q Mr. Schiffman, I ask you, sir, with respect to 

that form, where did the figure 5-6 come irorr and what did 

that figure mean on the form? 

A Well, that is the bid a.nd asked ’ igcre, ? being 

the bid and 6 being the asked, which on this form means at 
what price the security is going to be quo .e r i"<' .'ally in 

the pink sheets. 

Q What led to tht figure, 5-6 being put into that 


form? 


form 


Well, I told Mr. Azzerone to put it into the 


Q ilow did you arrive at that figure? 

A Well, I asked Mr. Segal what figure the stock 
was going to be opened for trading and he said, Veil, 5-6 
Q Did you have any further conversation with 

Mr. Azzerone at that time concerning how he sould go 
about trading the stock? 

A Well, as is customary .r that kind o situation 


r/MiTucnki ruetii'rr r<Mio* nr r-c 


i rniintuAiil? 
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he wanted to know how he was to expect the market to trade 
and whether or net if he was hit with a lot steak, 
which means if he bought a lot of stock, would there be 
any buyers who would be willing to buy it from im, and if 
he sold stock and didn't have it to supply against the sales 
that he made, would there be any people who would be willing 
to fill his short position, as it is cabled. 

Q To supply him with stock if he sord in? 


Q What did you say? 

A I told him there probably would be and he 

shouldn't worry about it. 

Q Was anything mentioned at that time concerning 

the sale or delivery of stock by Zahl or Segal? 

A Yes, I told Mr. Azzerone that a Francine Zahl 

would have some stock for sale, and that she would have it 
delivered to him and she would tell him when to sell ir. 
q Who is Francine Zahl? 

A It is Mr. Wegal's secretary. 

q At that time did you have any conve:ca .ions 

with Segal as to how much stock would be delivered to Karen 

& Company by Francine Zahl? 

A I forgot the amount, but he said that francine 

Zahl was going to be a seller of stock and that she would 
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deliver the stock to Karen f. Company and open an account 
thcio. 

0 Now, sir, I want to shift to something else now. 

Directing your attention to mid-September of 
1969 did you have a conversation with Segal concerning the 
taking out of a loan on behalf of Kelli, Jackson {• Scott? 

A Yes. 

Q Will you tell us what that concersation was? 

A Well, Mr. Segal asked me to go with a gentleman 
by the name of Leonard Close to Boston. Close was a 

fellow that Mr. Segal and I both knew, and Close was going 
to attempt to arrange a bank loan for Kelli, Jackon & Scott 
in Boston, and Mr. Segal asked me to go to Boston with 
Close and see if I • could gr-*- the loan made. 

Q What did you do then? 

A Well, I went with Mr. Close to Boston and we went 

to a bank in, I think, Waltham, Massachusetts. 

Q Is that the Guaranty Trust Company? 

A Yes. 

Q What happened there 7 

A Well, Mr. Close spoke to one of the bank officers 

for a while and then he brought me into a meeting with the 
officer, and the bank officer, whose name I don't recall, 
said that duo to the fact that Kelli, Jackson & Scott was 

A 
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a New York corporationand they didn't want to loan money 
directly to New York corporations, he was going to make 
the loan to Mr. Close, and that myself and Kelli, Jackson 
i. Scott would guarantee the loan, and in that way Kelli, 
Jackson <. Scott could receive the proceeds of the loan. * 

Q Were certain documents executed on September 16, 

1969, in connection with that loan? 

A Yes. 

Q I chow you Government’s Exhibit 28-A and 28-B 

for identification. 

Can you identify those? 

A Yes. 

Q What are they? 

A Well, 28-B is a copy of the guarantee which I . 

signed as president of Kelli, Jackson & Scott, guaranteeing 
Close's loan from the bank in the amount of $50,000, and 
on the back I personally guaranteed the loan. 

Q You, Stuart Schiffman, personally guaranteed it? 

A Right. 

Q What is the other document, 28-A? 

A That is a receipt given to Mr. Close for the 

securities which I gave to him which were put up as 
collateral for the loan. 

Q At that time what were the securities? 


SOMTMPRN nKTwirr rnnor oconorem m « r>/>% ioy »j*m .» e 
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A it is 8500 shares of David North and Associates. 

MR. WALKER: I offer these documents. 

MR. DOYLE: No objection. 

(Government's Exhibits 28-A and 28-B were received 

in evidence.) 

Q Mr. Schiffman, with respect to this loan from 

the Guaranty Trust Company did there come a time later on 
that fall when you had a conversation with Mr. Segal con¬ 
cerning the use of Pioneer stock in connection with that 
loan? 

A Well, there came a time when the bank either 

wanted some payment or further collateral and Mr. Segal said 
that — 

Q Did they contact you? 

A Yes, Close contacted me. 

Q What did he say? 

A He said that either the bank asked for further 

collateral or a reduction of the loan, and I spoke to 
Mr. Segal and he said that he will take care of it, he will 
send some Pioneer up there or other collateral or possibly 
reduce the loan. 

Q I show you 28-F for identification and aak if 

this refreshes your recollection a n d the approximate date? 

1 

A Yesi sir. 
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q What is that? 

A December 15, 1969. 

Q Did Segal tell you at that time how much Pioneer 

stock he would put up? 

A No. 

O That was carried on without your involvement? 

V U. 

If stock was pledged you did not participate in that 
directly? Is that correct? 

A That is correct. 
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Q Directing your attention to approximately 
October 7,1969, did you have a further conversation with 
Mr. Segal concerning another loan at the First Industrial 
Bank? 

A Yes. 

Q And what was that conversation, sir? 

A Mr. Segal asked me to go to Boston and meet 
Close and go to the Industrial Bank in Boston where Close 
thought that he might be able to obtain an additional loan 
for Kelli, Jackson & Scott. 

Q What did you do? 

A W i 11, I went to Boston and Close picked me up 

at the airport and wo went to the Industrial Bank and he 
went inside, had a meeting with an officer, called me in. 

I met an officer at the bank and he said to me that he 
wasn't sure whether — he personally thought there would 
be no problem with the loan, but it had to go before a 
committee and it would take a day or two and he felt that 
the loan would go through. 

Q And at that time, sir, did you fill out a form? 

I show you 27-A for identification. ' 

A Well, I took the form back to New York wit me 
and had it filled out in New York and then forwarded it 
back to the hank. 


southern oisthict court reporters. u.S. courthouse 
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Q Did there come a time* sir, when the loan was 


granted- 


A Yes. 


Q 1 show you 27C for identification and ask you 
to look at that and see if you can identify it. 

A This is a receipt showing the proceeds of the 

loan credited to the Kelli, Jackson & Scott account that 
was opened up at the bank. 

Q And how much? 

A $60,000. 


MR. WALKER: I offer these two documents, your 


Honor 


MR. DOYLE: No objection. 

MR. NEWMAN: May I just see them? 

No objection. 

THE COURT: Received. 

(Government’s Exhibits 27-A and 27-C received 
in evidence.) 

Q At the time that that loan was first obtained, do 
you recall the names of the securities that were placed 
with the bank in mid-October of 1969? 

A Well, one was Day-Pak or something or other, 
and the other one I can't recall offhand. 

0 1 .how you J7-B and ask you if that refreshes 
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2 

is — can you identify that document? 


3 

A Well, it is a letter to the bank in Boston 



shov/ing the additional certificates of stock that are 


5 

be ing sent up ab collateral for the loan. 


6 

MR. WALKER: I offer it. 


7 

MR. GREENBERG: May I see that a minute? 


8 

! I 

MR. DOYLE: I have no objection. 


9 

THE COURT: Received. 


xx 10 

(Government's Exhibit 27E received in evidence.) 


11 

0 With regard to this document, sir, did you 


12 

participate in the preparation of that document in any way? 


13 

A No. 


14 

Mu. DOYLE: Excuse me, what was the answer? 

s 

15 

THE COIRT: No. 


16 

MR. WALKER: No. 


17 

0 Do you recognize the signature on the document? 


18 

A Well, I sec what the signature is, but I can't 


19 

say that I recognize it. 


20 

Q All right, fine. Mr. Schiffman, were you ever 


21 

! 

sued on either of these two loans personally? 


22 




A Yes, on both of them. 


23 




Q When were you sued and for what amounts? 

* 


24 

A Well, the exact time of the commencement of the 


i 25 




cuit I don't really recall. I think it was some time in '70 


A 
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or -- in the latter part of '70, and I believe both 
amounts were over $40,000. 

TiIE COURT: You mean in the aggregate? 

TilE V7ITNESS: No, I mean each. 

THE COURT: Each amount. 

0 To your knoviledge, sir, were these loans ever 

paid? 

h Not to my knowledge, no. 

(> Did you have any conversations with Mr. Segal 
when you were sued personally on these loans? 

A Naturally, yes. I told him. 

Q You told him about it? 

A Yes. 

Q Had you yourself received any of the proceeds 
of these loans or had these loans gone to Mr. Segal? 

A They had gone to Kelli, Jackson & Scott. 

Q Now, sir, aoart from the stock that Mr. Segal 

told you would be delivered to Karen for sale, were you 
ever told by Mr. Segal of the distribution or sale of 
any additional Pioneer stock by him or by anyone else beyond 
that amount? 


Q Did Mr. Segal ever tell you about any stock 

l 

sales that were being conducted by him at any other broker? 
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Q You have practiced law as an SEC attorney and 
you were practicing law at that time, is that correct? 

A That's correct, 

Q And was it part of your function and respon¬ 
sibilities to work on registration statements and filings 
of registration statements and preparation of registration 
statements and prospectuses for companies which were 
orfering stock to the public? 

A Yes, it was, 

o Would you tell us, sir, what materials you put 
in a registration statement, what information you put in 
the registration statement when it is sent out to the public' 

A Well, the reasoning for filing of a registration 
statement, when a company is going to offer stocks to the 
public, is based upon the need for disclosure of certain 
information which the regulations require be disclosed 
to prospective purchasers of the stock, so that they can 
make a decision on whether to buy it or not, allegedly based 
upon the information which they can rely upon as being 
truthful. 

The information that is required is naturally the 
kind of business that the company is in, how long they 


have been in business. 


if they have indeed been in bdsineas 





7 


A 
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for a while; the financial background and history of the 
company, if there is any; the names of the offices and 
managers, their backgrounds, the amount of stpck the officers 
own and what, they paid for their stock, 

TUB COURT: Mr. Walker, isn't this a matter of law? 

mu. WALKER: Your Honor, I think that this witness 
can testify as to his experience as an attorney. 

THE COURT: No, strike it out. This is a question 
of law for the court. If you want me to instruct the 
jury on it, submit an appropriate charge. 

MR. WALKER: Very well. 

q Did there come a time, sir, when you went into 
the brokerage business? 

MR. DOYLE: Objection, your Honor, as to relevancy. 

THE COURT: I will let it go a little ways. 

MR. WALKER: Very well. I will withdraw that 
question, your Honor. 

Q Did there come a time, sir, when you purchased 
a firm called Kelly, Andrews & Bradley as distinguished 
from KalLi, Jackson o Scott? It has nothing to do with 
Kelli, Jackson & Scot t. 

A Yes. 

Q And, sir, would you tell us approximately when 
that was? 


•southern oistrict court reporters, u.s. courthouse 
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1 

2 

A July of 1970. 


3 

Q Prior to that, who was the president of Kelly, 


4 

Andrews & Bradley? 


5 

A A gentleman by the name of Schwiedock. 


6 

Q Now, sir, following your entry into the brokerage 


7 

business in 1970, did you engage in activities for which 


8 

you '/ere subsequently prosecuted by this office/ 


9 

MR. DOYLE: Your Honor, I would object to this 


10 

unless it has some bearing on some issue other than Mr. 


11 

Segal and the charges in this case. If Mr. Walker is trying 


12 

to lay some basis — 


13 

THE COURT: Come up and make an offer of proof. 


14 

(Side bar.) 


15 

MR. WALKER: Your Honor, it is the government's 


16 

position that we are entitled — this witness has been— 


17 

THE CCXJRT: What are you trying to prove, not 


18 

what your position is? 


19 

MR. WALKER: I want to bring out on redirect the 


20 

fact that this man has pled guilty in various cases, as 


21 

I did with the last v'itness. 


22 

THE CCXJRT: In redirect? 


23 

MR. WALKER: I mean on direct, the fact that he 


24 

has pled guilty in various cases. 


25 

THE COURT: You can bring out that he has been 
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convicted of a crime. 

MR. WALKER: Very well. All right. 

THE CCURT: Period. 

(Open court.) 

Q Mr. Schiffman, have you pled guilty to various 
charges in this courthouse? 

A Yes, I have. 

Q And, sir, are these cases presently awaiting 

sentence? 

A Yes, they are. 

Q And were there specifically two stock fraud 

conspiracy chan *j that you pled guilty to? 

A Yes, sir. 

Q Do you have an understanding with the government 
that any cooperation that you render which includes testifyirg 
truthfully in various cases will be brought to the attention 
of the sentencing judge? 

A Yes, I do. 

Q Yon also have an understanding that should your 
cooperation be unsatisfactory or should you not testify 
truthfully you could be prosecuted for these crimes? 

A Yes. 

Q And sir, is it also your understanding that you 

are obligated to plead guilty to one additional indictment? 
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A Correct. 

MR. WALKER: I have no further questions. 

MR. DOYLE: May I proceed, your Honor? 

THE COURT: Yes. 

CROSS EXAMINATION 
BY MR. DOYLE: 

0 Mr. Schiffman, in addition to serving as president 
o£ Kelli, Jackson & Scott, you have also served in the 
capacity of attorney to Mr. Segal for some period of time 
in the past, haven't you, sir? 

A Correct. 

f 

Q During what period of time was there an attorney- 
client relationship between you and Mr. Segal? 

A From some time in 1968 until, oh, the spring 
of 1970. 

Q And was Karen Securities Corporation also a 

client of yours, sir? 

A At times they were, yes. 

Q At the time of the transaction that you testified 
about on direct examination, was Karen Securities a client 
of yours? 

A I had been doing some work for them, yes, but, 
you know, they weren't on retainer, if that is what you mean. 
That's all j'm trying to distinguish. 
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but you had been doing legal worljc in connection 


Yes . 


Q And securities law is or at that time was a 
specialty of yours, is that correct, a specialization? 

A Parts of securities law, yes, 

Q Parts ox securities law, fine. Now, going back 

to the testimony that you gave on direct examination about 
your visit to Los Angeles when you accompanied Mr. Segal, 
was there an occasion during your stay in Los Angeles when 
you met a Mr. Fred Frasier? 

A An attorney? 

Q An attorney. 

A Yes. 

Q And do you recall whether that was on Sunday 
of the weekend that you were there? 

A Well, it was either on Saturday or Sunday. I’m 
not positive. I tend to think it was on Saturday. 

A 

Q To the best of your recollection who else was 
present at the time when you met Mr. Frasier? 

A Mr. Segal, Mr. Clegg, Mr. Acton and I believe 
Mr. Walker. 

Q Now, at some time during the conversation at 
which Mr. Frasier was present, did he not say that the stock 
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in Pi onfier Development Corporation was freely trading 
under tho grandfather clause because the stock had been 

issued piior to 1933? 


MR. WALKER: Objection, your Honor. 

THE COURT: Overruled. 

MR. WALKER: Could I take tnis at side bar? 
THE COURT: All right. 

(Side bar.) 


MR. WALKER: Your Honor, my position is that this 
is a matter thi.t Mr. Doyle should not be permitted to go int 
unless he is prepared to make an offer of proof, that he 
is going to make a defense of advice of counsel in this 
case and Jay all of the foundation for advice of counsel, 
and the fact that his client relied on advice of counsel, 
having stated the facts properly to this witness. 

The reason is that in this particular case it 
is the government's belief that the facts were not set 
forth and that the jury can be misled into thinking that 


counsel gave some advice on tho basis of an incorrect 
statement of the facts of the situation. Specifically, 
in this case, it was never revealed, as I understand it, 
that the defendants, specifically Segal, in fact, Clegg, 
had accuniu]ated old stock for the purpose of redistribution, 
and thor«.after the stock, and the iav is clear that that 
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kind of redistribution under SEC v. North American Research 
requires a registration statement, and that that set of 
facts was never put to Mr. Frasier, who is the attorney 
for the company, and it is the government's position, and 
it is improper for that kind of a bogus defense of advice 
of counsel to be put forward when the requisites are not 
going to be fulfilled, and that the jury will be misled. 

MR. DOYLE: I think that is very direct, your 
Honor, if Mr. Frasier said in the presence of Mr. Segal 
that the stock was freely trading — 

THE COURT: But Mr. Frasier isn't here to cross- 
examine as tovhat if any facts were given to him, and 
absent a representation on your part that you are going 
to rely on that defense, I think counsel is right. 

MR. DOYLE: Your Honor, I do have a defense of 
good faith which Mr. Frasier's advice is part, as part 
of my evidence of a good faith defense, so that — 

MR. NEWMAN: We all do, your Honor. 

THE COURT: I understand your point. 

MR.- NEWMAN: This is a question of fact for the 
jury, whether or not these people wilfully believed that 
they were doing wrong or they really believed that the 
stock could l^e traded. 


25 


THE COURT: No, they don't have to know they are 









1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


JAM»9 

jkhll Schiffman-cross 3 ^ 

violating any law. It has got nothing to do with this 
intent or wilfulness, nothing. 

MR. WALKER: Your Honor, the government's position 
would he that the defense be precluded from this line of 
inquiry during the government's direct case and that if 
they wish to put forward a defense of advice of counsel 
they have an appropriate time to do so in the defense's 
case, and at that time they can make whatever offers 
ot proof they think are necessary. 

THE COURT: I will rule on it in the morning. 

Give mo a memorandum — both of you. 

(in open court.) 

Tins COURT: We will adjourn now until tomorrow 
morning, 10 o'clock. Please be prompt because if you are 
not, wo are going to have to pay for it, including me. 

Don't talk about the case. Don't let anybody 
talk about it with you. 

Counsel remain a moment. 

(Jury left the courtroom.) 

Tllrl COURT: I would like memoranda on the point 
just raised. You don't need to be lengthy — one page, 
a couple of cases, and I'd like it in my chambers in the 

morning. 

MU. WALKER: Very well, your Honor. 
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THE COURT: At 9 o’clock. 

MR. WALKER: Your Honor, since this is what the 

government concedes to be a very — 

* 

THE COURT: Wait a minute. I am not through. I 
have a couple of other things I v/ant. 

I also want memoranda on Mr. Winograds point 
Last night, his argument that he is being deprived of 
exculpatory testimony of a co-defendant. And I want a memo¬ 
randum from you on McCarthy. 

MR. WALKER: Very well, your Honor. 

THE COURT: Whether that is a waiver, and I would 


appreciate if you would repeat what you represent or indicate 


in the record where it is. I have the record. 

MR. WALKER: Very well, your Honor. 

TOE COURT: All right? 

MR. KIRSCHNER: We have raised the same issue 
on behalf of Mr. Zuber, that Mr. Winograd has raised on 
behalf of Mr. Levine, with respect to the severance and use 
of exculpatory testimony of co-defendants. 

THE COURT: nil right. 

MR. WALKER: You: Honor, I would like to make a recoi 
I think it would be helpful to the court if we made a 
record out of the presence of the jury as to what this 
witness would testify; one or two gucstions on this issue. 


soutmckn outmct count nepontcns u.t. countmouse 




jkhlb 


JA451 

Schiffman 


315 


1 HE COURT: All right. 

MR. WALKER: Shall I ask the questions? 

MR. DOYLE: No, I will ask the questions. 

MR. WALKER: If I may be permitted to cross. 
EXAMINATION BY MR. DOYLE: 

Q Mr. Schiffman, what did Mr. Frasier say on that 
occasion to the best of your recollection? 

A Well, I was asked to discuss with him the fact 
of whether or not the stock could be fre«^ traded without 
the filing of a registration statement, and when I asked 
him what his opinion was of it, he explained the grandfather 
company situation to me, pro-1933. I did not know that much 
about it at the time. And he said that in his opinion stock 
could be traded in the over-the-counter market without 
registering, without going through a registration statement, 
because it fit into that exemption. 

Q Wa3 Mr. Segal present when he made those statement* 

A Yes. 

MI<. DOYLE: Your Honor, that is the testimony. 

MR. WALKER: All right, may I just ask a few 

questions? 

THE COLuiT: All right. 

BY MR. WALKER: 

Q Mr. Schiffman, was Mr. Frazier ever told, in your 

J 
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2 

presence, of a plan v/hereby stock, control stock of 


3 

approximately 200,000 shares would be collected and a 


4 

percentage of approximately 50 per cert of that stock would 


5 

then be distributed to the public in connection with the 


6 

conversation that you have just talked about? 


7 

A Was he told that in my presence? 

• 

8 

Q Yes. 

» 

9 

A NO. 

• 

10 

Q Were you ever aware of the fact that a large 


11 

quantity of control stock was going to be distributed to 

-X 


12 

the public? 

»* . 

13 

A No. 


14 

Q So did the conversation that you had with 

**« 

1 

Mr. Frasier relate simply to the fact of the trading of 


1 

existing shares tha were in the hands of people who had 

t •* 

% 

C 

1 

purchased the stock some time in the past, prior to 1933? 

/ 

■ 

A Essentidly, yes. 

*- 

■ 

MR. WALKER: I have no further questions. 

• 

1 

THE COURT: I might save you writing a memorandum 


l 

of law, but you are still free to do it, but it is my under- 


■ 

standing ?f you rely on advice of counsel, thers must be 

•4 

■ 

a showing that you fully disclosed all relevant and pertinent 


■ 

facts to counsel and absent that foundation, I don't see 


I 

that this line you are pursuing is proper. If you can 
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convince mo to the contrary by morning, I have an open 
mind, 

MR. DOYLE: Yes, your Honor, I would like to do 
it in a memorandum. 

THE CCXJRT: I hau* so charged juries for 15 years 
in this court, and i think I am right. 

MR. DOYLE: Yes, we would like to do a memorandum 
on that point, your Honor. Thank you. 

THE CCXJRT: All right. 

MR. WALKER: Nothing further, your Honor. 

THE COURT: Good night. 

(Adjourned to 10 A.M., December 4, 1974.) 
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Barney Acton 
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4 
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Ronald t\. Brookins 
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283 309 
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2 UNITED STATES OF AMERICA 

vs. 

3 HOWARD FINKELSTEIN, et al . 

4 December 4, 1974, 

10 A.M. 

5 

6 

7 (In the absence of the Jury.) 

8 MR. WALKER: Your Honor, I apologize for not 

9 delivering the memoranda as promptly as the court wanted. 

10 When we got to the steno pool late last night they were 

11 very busy and we gave them the one the court needed most. 

12 THE COURT: I know your problem. 

13 Now, why is this not hearsay? 

14 MR. DOYLE: Your Honor, it is in the presence 

15 of the defendant. 

16 THE COURT: How does that remove it from hearsay? 

17 He is not a co-conspirator; he is not a defendant. 

18 MR. DOYLE: Your Honor, let me address myself to 
18 the argument we made in our brief. 

20 THE COURT: I read your brief. I am not convinced 

21 that you are right, but it seems to me that it is hearsay. 

22 I suggest you listen to the argument, Mr. Walker, 

23 because you are going to be on your feet in about a minute. 

24 MR.' DOYLE: How do we prove Mr. Segal's state of 


25 


mind without proving what was said to him? 
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2 THE COURT: And this has to do with Frasier's 

3 state of mind, not Segal's. 

4 Mr. DOYLE: But Segal was at the meeting and 

5 Frazier said the stock could be legally traded. I think 

6 any witness to the conversation can testify as to what was 

1 said. He is not going to be cross-examined about the 

8 validity of his opinion. What did he say to Segal? Anyone 

9 who heard it can testify to it. It is testimony to a 

10 specifc event. It is really being offered for the fact 

1 ) of its communication to the defendant to establish the 

12 ’ defendant's state of mind. 

13 THE COURT: Not for the truth of it? Is that 

14 what you are saying? That it comes in as an exception 

15 to the hearsay rule, state of mind exception? 

16 MR. DOYLE: That's what we are talking about, I 

17 think. We are talking about the impact on my client's 

18 state of mind made by a decision, so I think in that sense 

19 it is not being offered for its truth. 

20 THE COURT: What do you say, Mr. Walker? 

21 MR. WALKER: First of al1, I think if is coming 

22 in for the truth, whether Mr. Doyle asserts it or not. No 

23 limitation can be placed on this which would clarify the 

24 issue for the Jury. Secondly. I think it is erroneous for 

Mr. Doyle to assert, and this essentially goes back to the 
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argument I made yesterday, somehow a good faith or state 
of mind exception to the hearsay rule at this stage of 
the proceedings. 

THE COURT: I don't see that this stage of the 
proceedings has a thing to do with it. Either it is hearsay 
or it is not. 

MR. WALKER: It is the government's position 
it is hearsay. 

THE COURT: Why? 

MR. WALKER: It is being offered by Mr. Doyle 
for the truth of the contents. 

THE COURT: He says he is only offering it for 
the fact that it was said. Suppose the answer is yes, which 
I anticipate it will be, why isn't it perfectly competent 
evidence for the fact that it was said in the presence of 
this defendant, not for the truth of the fact of what was 
said, but to show that he did not honestly believe he was 
part of the scheme, like Middleman In the Crosby case, 
not that he was closing his eyes to the facts or that he 
was insincere, but for the fact that he said it. 

MR. WALKER: Your Honor, the problem is that one 
cannot divorce the mere words of what Mr. Frazier said 
from Mr. Segal's overall state of mind, and it is the 

government's position that Mr. Frazier if he made that 
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2 statement was misled by Mr. Segal, and there is no way we 

3 can bring that out without Frazier here to testify, there 

4 is no way we can bring out the fact that while Mr. Frazier 

5 may have said it, he may have been misled in saying it. 

6 THE COURT: Assume that he was, that would go to 

7 the truth of what he said, the objective truth of what he 

8 said, but not to the fact that he said it. I am going to 

9 overrule the objection. 

10 MR. SIFFERT: May I make one point. As I under- 

11 stand the case in which Judge Herlands was affirmed, the 

12 Dardi case, the court stated that the advice of counsel is 

13 relevant to good faith, but it is relevant only to the 

14 extent that the facts are fully and honestly laid before 

15 the lawyer who gave the opinion. It is the government's 

16 position that the relevance of what Mr. Frazier might have 

17 said exists only to the extent that Frazier was told fully 

18 and honestly all the facts. Now, we cannot tell from what 

19 Mr. Schiffman testified to as to what Mr. Frazier said, 

20 the facts that Mr. Frazier was in position of when Mr. 

21 Frazier spoke, and it is the underlying facts which are 

22 really relevant and would undercut any possible defense. 

23 THE COURT: But he offers it as evidence of the 

24 fact that it was said, bearing on his client's state of mind 
and also as evidence of whether this was a controlled group. 

V 


/ 


25 
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2 MR. SIFFERT: I would submit, your Honor, that 

3 It is relevant to the state of mind and good faith only 

4 to the extent that it would be relevant to advice of counsel. 

5 THE COURT: I don't agree, because supposing I 

6 had not been a lawyer, it would be equally relevant. He 

7 doesn't have to be a lawyer for the fact that the statement 

8 was said in his presence. He could have been the Janitor, 

g MR. SIFFERT: What underlies that statement, the 

10 reasons for that statement is what is relevant to that 

p 

defense in the first place, what Mr. Frazier was told and 

12 what he knew. 

13 THE COURT: No, it is what Mr. Segal was told and 

14 what he knew that we are looking at. Overruled. 

15 MR. WALKER: Your Honor, I would assume that the 

16 government will take the position that on redirect of this 

17 witness-- 

18 THE COURT: Let's cross that bridge when we come 

19 to it. Take what position you think you should take. I 

20 will rule on It when it goes over the plate. 

21 MR. DOYLE: May we proceed, your Honor? 

22 THE COURT: Yes, let's get the jury. 

23 (Jury in box.) 

24 THE COURT: Good morning. Someone was late again. 

25 We will have to sit a while longer tonight to make up for 
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that. Proceed. 


MR. WALKER: We recall the witness, Mr. Schiffman. 


STUART SCHIFFMAN, resumed. 

CROSS EXAMINATION CONTINUED 
BY MR. DOYLE: 

THE COURT: Read the last question of yesterday. 

(The reporter read as follows: 

'Q Now, at some time during the conversation at 
which Mr. Frazier was present, did he not say that the 
stock in Pioneer Development Corporation was freely trading 
under the grandfather clause because the stock had been 
issued prior to 1933?") 

THE COURT: I overrule the objection. 

THE WITNESS: Yes, he said that the stock was 
trading, I believe, in the over-the-counter market under 
the grandfather exemption to registration. 

Q Now, with respect to your testimony on direct 
examination about the preparation of a type of financial 
statement by the gentleman representing the company with 
the Far Eastern interests, the air strip proprietor, the 
financial statements that you testified about that were 
shown to you at that meeting were not part of the due 
diligence file that you referred to? 
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A I don't believe so, no. 

Q In fact, the due diligence file was delivered 
to you wholly independert1y of the meeting that you had 
in Los Angeles by Mr. Torres, who was an employee of Mr. 
Segal in New York City? Isn’t that correct? 

A That is correct. 

Q Can you describe, sir, your recollection of the 
due diligence file as to its contents concerning what was 
in it to the best of your recollection? 

A Well, there was a report on the mine, mercury 
mine, I believe it was, and therewas some information 
and financial statements on a company. Precision something 
or other. Precision Power or something like that. 

Q Do you recall what the physical appearance was 
of the due diligence file? 

A You mean how large it was? 

Q Yes. 

A Well, the mining report was, oh, maybe an inch, 
an inch and a half thick, and the rest of it was another 
quarter of half an inch. 

Q Was it enclosed in any type of binder to ycur 
recollection? 

A The whole thing? 

Q Yes. 
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2 

A 

No, the mining report was In a binder. The 

3 

rest of 

It came-- well, It was all put Intc a manlla 

4 

envelope. 

5 

Q 

When and where was the last time that you saw 

6 

the due 

dillgence report? 

7 

A 

The full thing? 

8 

Q 

Yes. 

9 

A 

Well, when 1 gave It to Azzerone was the last 

10 

time 1 

had actually looked at It. 

11 

Q 

Have you seen It since that time? 

12 

A 

1 have seen the mining report. 

13 

Q 

Only the mining report? 

14 

A 

Yes. 

15 
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2 Q Mr. Schiffman, showing you Government's Exhibit 

3 6 -B in evidence, would you examine that, and after examining 

4 it, would you tell the Court and jury, whether to the 

5 best of your recollection, that is the mining report that 

6 you saw in the due diligence file? 

7 A Yes, it is. 

0 Q You do recognize it? 

9 A Yes. 

10 Q Thank you. 

11 Now, directing your attention to your testimony 

12 on direct examination concerning your visit to Mr. Azzerone 

13 at Karen Securities, and your delivery of the due diligence 

14 file to him and your conversation about Karen Securities 

15 opening the Pioneer Development Corporation stock at $5 

16 bid and $6 asked, at the time that that event occurred, 

17 did you believe that you were doing anything Illegal? 

18 MR. WALKER: Objection. It is irrelevant. 

19 THE COURT: Sustained. 

20 Q A t or about the time that that event occurred, 

21 either before or after It, did you say anything to Mr. 

22 Segal to the effect that that transaction was illegal? 

23 MR. WALKER: Objection. There is no foundation 

24 laid for the conversation. 

25 THE COURT: Sustained. 


B 
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1 j ks Schiffman-cross 328 

2 Q At or about the time of the transaction with 

3 Karen Securities, were you Mr. Segal's attorney? 

4 A Yes. 

5 Q And did you have frequent conversations with 

6 Mr. Segal concerning legal matters at that period of time? 

7 A Yes. 

8 Q And were you acting, at least in part, in a 

g legal capacity in conveying this information and this 

10 request to Karen Securities as you described it on direct 

1 ) examination? 

12 A In part. 

13 Q In part. 

14 At any time during your performance of that 

15 legal service, did you ever make any statement to Mr. 

16 Segal, directly or indirectly, to suggest to him that there 

17 was anything illegal or imoroper about the transaction at 

18 Karen Securities? 

19 MR WAlKER: Objection as to form. 

20 THE COURT* Overruled, if you will knock out 

2 1 "suggest". 

22 MR. DOYLE: Yes. 

23 THE WITNESS: Could I have the question reread? 

24 THE COURT: Did you ever tell him there was any- 

25 thing illegal about the transaction? 
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jks Schlffman-cross 32S 

THE WITNESS: No. 

Q Thank you. 

Now, directing your attention to the National 
Quotation Bureau application that you testified you filled 
out and gave to Mr. Azzerone, and specifically to the entry 
on page 2 of the application, the answer to question 1, 
"grandfather corporation prior to 1933," in inserting that 
statement, were you relying upon the statement made to 
you by Mr. Frasier in Los Angeles? 

MR. WALKER: Objection. I don't think a found¬ 
ation has been laid. 

THE COURT: Sustained. 

Q In inserting that statement, what were you rely¬ 
ing on? 

A Basically my conversation with Mr. Frasier and 

some very minor research that I had done after that. 

Q Now, at the time you prepared this application 
to the National Quotation Bureau you were aware of the fact 
that it includes on his face an authorization for its 
contents to be disclosed to the Securities and Exchange 
Commission or any other regulatory body, were you not, 


sir? 


A Yes. 


Q Now, directing your attention to Pioneer 




1 I! 


ii 


II 

9 11 


1.0 


11 

12 


13 r 


14 


•I 


15 ; 

16 
17 


18 |j 


!| 


19 i' 

20 


21 


22 


2A ii 

i 

l! 


25 
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IKS 


Sr rti'in--•'"'SF 

Development Ccrporati < stn.K and to th )er_:>d alter t i* 
transaction at Karen r: rv.I ci.fS t.naf y^u nave described, 
did you continue to 1 /e freguent ccnvomavions with my 
client , Alan fiegax? 


A Yes. 

o And were i oy both in P2 'son and n.a the t.elc 


chone? 


A Yer. . 

Q T \nd were ' ey bot v i in connection with the pe 

fornance of local se ices and also in connection with 
business transaction and services that you described c- 


That's co..ect 


direct examination? 

A 

0 Did there ome a time during the course of t!. i.e 

i 

conversations when M- Segal expressed to you his view u. .it 

I 

he thought Pioneer w- .-. a very good company? ; 

l 

A Yes, it di>l. 

I 

Q In fact, d.dn't you, Mr. Sch.' ffrran, purchase 


some Pioneer Dcvelopm ;t Corporation securitiesd in the t.Jl 


of 1S69? 

A Indirectl , in that it was purchased under rr e 


body else's name. 

q Would you icDcribe hov tout vas 'lone, to th 1 

cf: your recollection 


SOUTHFQN DiS’i C' r CO UR 


' lFCH, >* 


, S. :o:.'®THy 
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3 

9 

10 

11 

12 

13 
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16 


16 
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20 !! 
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22 li 

I. 

2 ? |> 
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25 !j 
Ij 
| 

'I 


JA467 

j ks Sc . 'man -c ros 

A Well, a tr . and of mine pc. cm.sed the stock a: 
he put up the money r.t*.i we were tc r-h.\ in the profit? 
the losses. 

Q And how many shares did you purchase, sir? 

A I don't recall. It v/as r.c Tore than a tho 
probably somewhere between five hvr.dre- 1 crc a thousand. 


Q 


And is it not 


a fact chat veer cousin, c 


Mr. Saltzman, purcha* . ) Pioneer Develcrm a”.: lorpor :non 
stock? 

A That's coii3Ct. 

0 At this pc - iod of time. 

And did yen have any corjr.ur.'.cations with you 
cousin that led to tbit purchase? 

A Yes, certainly. 

Q You recomr.ended the stock to him? 


A 


Yes. 


Q Mow, direc linq your attention to December l'S 
and January 1970, dic ; Mr. Sepal advise you that during 
that period of time 1.. had commenced to purchase additJ 
shares of Pioneer Do 1 - loprnent Conx.r; ? 

A Yes. 

Q Do you evi. .* recall Mr. Segal's asking your 

advice about the pro •mm cf when r. ’.roker sells tho wro • 
security as a result. >. a •niruri' vr r<; . ch a die 
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jks 


Sc ; fr : i- oroa: 


if c cj.ie.nt asks a br. :er *o sell a 1 v-urod stares of 
company X and the brc.vir misunderstand-~ f b3 order and o 
to sell a hundred shades of company Y, vl'i'c the broker -* 
do in those circumstances? 

THE COURT: Sustained. 

MR. WALKER; Qoiect^on. 

THE COURT: The form of the '’uostion. 

Q Do you rer a r.ber Mr. Segi 1 ! over raising vith 

> 

the oroblem of what v .uj.u happena different Pionec. 
v/cj re ordered by a broker tron what his o_ it' o.er oroo ec 
tb 1 ' broker to soil; >o you recall that nuL net matter 
coming up at ail cur: g late 1969 or r.ar..y i?~0? 

Something ■ ixe that, yes. 

Q You do reo. 11 that. 

And do you recall telling Mr. Segal in respt 
to that, that the broker would have co go cut into the 
market and purchase t.e security that he nod In face o 
to sell to another b >. kcr-deaier, even -.hov~h his cust<. 
had had in mind anofi :r security? 

MR. WALKER. Objection, yovr honor. I dor 

see the relevancy of uhis. 

THE COURT. Sustained. he form of the e 

tion again. It is ary compound and confusing. 

MR. DOYLE I can't h'.r. /cur donor. 

SOUTHERN DIS- ,’J! Cr ,'U r - 
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THE COURT: I- in c r*.npc-e -b confusing. 

See If you con break it ''ovn. 
q Do vou rec. il vim . your tion to Mr. •- 

v;a ‘3 in connc.c' ion with that probJ r.ni 

A Well, if 1 recall, he asked it what would haw 

if a broker bought a •scurity, in other words, he was 
ordered to buy X sect .ity md — or r?x.l • security, an 
he sola Y security bj cnistnke and tried *.? deliver / 
security, he would he o tc g < out and buy X security tc 

mate good or. his sale 


1 

12 I 



MR. WAI-KE : . Your v nnorobjection. I rnoVt " 

it 

il 

1? 

il 

strike it. 

1 don’t .link it ?ear '.y relation tc thi 

i 

il 


case . 


15 , 

i 

1 

t 


MR. DOYLE: Your Honor, I an effering it sub • -* 

16 ! 

1 

1 

to connect 

ion. 

1 

17 

i 


THE COURT: .1 will take it curj^t'-t. 

1» 

1 

»| 


MR. DOYLE: thank you. 

19 

: 

o 

Now, you 4 stifie’' 1 , Mr. Scriffnan. about you: 

20 

! 

If 

|| 

acting as 

president c KelVi. Jacks’ r. s Scort: is that 

21 

I 

correct? 


22 

;i 

A 

That ’ s co> . ecc . 

23 

! 

Q 

And was Kc . .U , Jackson * Scott a corporation 

24 

ii 

validly incorporated .nder law - of Xew v ork State." 

25 

!) 
i 

A 

I'm not s. -'s 1 . that - •. was. 


,1 

,! 


southern di* »c? row*. 


|5 > "I 


' C< '*' Tt 
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jks Sc * ; .f fmar.-c osr, y_ 

C Who was t;, sole sharehu .1der, to your knowl¬ 
edge? 

A To my knov:odgc, .Mr. Sena' . 

0 Mr. Segal. Ar. 1 the company was named aftev 

his three daughters, •..am t it, Kelli, Jackson r « Scott? 

A Well, the ' alii think was, tot .f don’t kr.r 
where the Jackson anc Scott came from. 

4 

Q You den't i. now about the J~c- sor and Scott. 

I show you defendant Sega] .'r- T> mbit II for 
identification and as you whether can identify that 

as a chock you signer 

A That is m\ signature. 

MR. DOYLE: Than’* you. 

Your Honoj , I offer it in ovjder.ee. 

MR. WALKER. lio objection. 

THE COURT Received. 

(Defendant Segal's Exhibit F was received i: 
evidence.) 

Q Now, Kelli Jackson & Scott vas referred to -is 

a nominee corporation on direct examination and you also 

«*> 

referred to Francine ahl, Mr. So-jr.l's secretary, in whore 
name the account at rer. Securities was opened. 

Now, with ; espcct to the use of nominees by 
Mr. Segal, did Mr. Z al in the f: I ^ o" '.DC explain t' 

SOUTHERN DIS CT CCUT r«e r; ->•>' f 


f. 
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II 


1 ' 

jks 

’* f IT ;t*. ~ V > S‘ 


•> t 

I 

you that ho used nomi 

•ca Leo.;’: •:c - th'* 

•;rf Hem of clai' 

3 

of creditors that mig - 

i levy -.coin.- •: -53' 

' =■ - accounts 

4 

1 

under his own name? 



5 

A Ye 5. 



6 i 

i 

Q 'Thank you. 



i 

i Ncv, diroc 

ing youi attention 

he r.he loan' tro 

8 

» 

actions that you test 

s tied about on 'i~o 

oh euamin- cicn 

Q 1 

1 

and to your relations 

. ip with Mr. r- 'g:' 

at or abou: the 

1 

1° | 

time that those trap.: 

. ationr. were ef c ;c . 

rre'i, re c err in 

li ! 

1 

to the initial takirc 

1 

out cf tha loan 

. rume other 

1 

12 i 

J *** 

security was put in •. 

collateral, r. . ' 

.her. co the add: 

13 : 

of Pioneer Develop.T.c." 

i. Corporate oi; sec, r 

i ■.. .••■• about a 

1 

14 >| month ? atcr, as I rei 

11 in each rune, . 

"t '/ou acting 

15 i 

| 

Mr. Segal's attorrey 

uri"' chat pr*. > >'■' 

*■ •' me? 

16 

7' Yes, I wa 



17 1 

1 

Q hr id you ii. 

■ f reouo-.t v:s: 

itijr= with v .r. 

18 ! 

j 

Sepal ? n a legal cap 

• it} at or at 

■> o. of those 

1 

19 1 

transactions? 



20 

1 

A That's co 

rect. 


21 

i 

1 

Q Did you s 

'! 

/ anything to hr 

' n 3 - directly 

1 

22 

1 

indirectly, to the c 

lect that the. *c v:a 

: anything ills- 

23 

j 

or improper about an 

> aspect of th. o 

transaction; 

24 

MR. WALKE 

r: Objection. 


i 

2-5 

THE COURT 

i 

Cvacru 1 2c . 


1 

* o 11 t m r b * i r»« 

coiif’T »• ; pc b t *■ a 

1 3 r 







■1 1, 


8 

9 


u . 

i 

13 !| 

I 

14 i 

!• 

.5 i ! 
18 |; 

17 !' 

ii 

18 ji 


19 )j 

I, 

20 

21 >| 

2?. || 
I 

23 1 

i! 

24 !' 
Ii 


jks 
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Sc’ ■•.jros: 


A lie.: th<it T car. ro ...I. 

Q lien*, v;ith . co one of Sic loans, Mr. 

Segal later guarantee one o* ther r-oTcn" liy, did he nt 


sir? 


A I think the one a the ban> in Ko.lthan. 

Q Is that yc; :* best roco.l* “Otio"i? 

A Yes. 

Q And at thf tine t.nt you veto sue;', in connec 


10 ii 

with 

!f 

11 

Of T - 


A Ch, abou* •- well, at t K .c cine I don't kne 

what exact avoun 4 was . hut i t w - y obeliy arcvr.d 
$ 20 , 000 . 

0 20 , 000 ? 

A Well, the., had b: n no/r loans, but a lot c 
then had been reducei It was back and forth. 

G I see. 

During tb: fall. •' 19C0 e y^u know, as a rrs.it 


of your conversation v'il 


u 


See; 


ing to sell his ir.tf .vt in Ri 

period fire? 

A Yes, he w. . . 

MR. WALKE: You:- ’oro 

It has to ho hearsay 

lO'J* HEK'I C' r -' "T .r.r r OT • 


lit: he was endec.t - 
.. d . ’lotel during al 


rr. 'vc ' c strike t‘ 


/ 






18 i; 
i! 

19 |i 


20 ) 

21 ji 

22 i! 

23 

24 


J/*73 


i 

rks 

.a ■ reus 


* !i r -»~ 

COURT: Sun to ..red . S '• 

* 1 • O r m 

3 ! 

1 

1 

MR. 

DOYLE: May I have 

e-.ienl , your Hone- 

. {1 

4 ‘1 (Pa 

'i 

ure . ) 


u 1 

‘ MR. 

DOYLE: No further "Jicr. 

•i or.s your Honor . 

fi 1 

1 

AH. 

ii 

GREEN! i .13: Wo have no o 

:ej tiers or boha i 

7 1 

of Mv. "ubcr. 



* i 

1 

MR. 

1 

WINOG7 0: ho question": 

an behalf of Mr. 

9 i 
1 

Levine. 



10 i 
1 

j MR . 

NEWMAN . No questions Os-. 

1 3 hr. ,, £ of Mr. 

li i 

1 

Finkoistein. 



12 

MR. 

PAPE: T have only t:wo 

r\of questions, • 

* j 

i Honor. 



i 

i 

1 

CROSS EXAMINA r 

ION 


15 

3Y MR. PAPE: 



16 

C Mr. 

i 

Schiffan, ycu have test 

if led here toda- 


u ' you relied upon a ste. f.emor.t nade to you by n man named 
Mr, Frasier concerni*- , the grandfather clause, is that 


2 ') 


right? 

MR. WALKEi . Objection. It 'jam' t his 

testimony. 

THE COURT. T don’t recall th\: that was hi: 

testimony. 

0 Yo _ have 1 sti^ied here as to a statement -- 

T!!E COURT let's have our question. You 


id*. 


. 1 t 


c r ■ i t w r ii i • 


■ • ■+ r 
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jks 

i; 

_i.. 

I i .’an -• rots 




i 

need to 

1 

summarize his 

testincry. 



3 


Put your r. 

estion. 



\ 

i 0 

The guost:i 

. n, Mr. Schif ' 

“M' i 

s, was that Mr 

5 

Frasier 

an attorney a 

t the t'ne? 



c 

i * 

He reprecr 

i.‘:ed to bi. 

other 

than that, I 

7 

don't know if he was 

wasn't. 



P 

• 

Q 

As far as 

You know, he 

an :r 

attorney? 

0 

A 

As far as 

j Vnow he sai^ 

tha 

->o v;as ar. attc *• 

10 

Q 

Have you 1 

a mod anyth’.no t • '* 

hr effect that 1 

u 

was not 

an attorney? 




1 

12 

1 

| 

MR. WALKER 

Object it r . 

May 

•e . i -:ve rime r 

13 place? 

ji 

Objection. 




11 

Q 

1 ' 

Since that 

time? 



15 

f 

i 

THE COURT: 

Overruled. 



’6 

A 

No, I have 

n’t . 



17 

j 0 

1 

And. he war 

the attorney 

t.- ‘c-r 

as you knew fm 

18 

Pioneer 

i 

Development? 




19 

1 

MR. WALRR! 

Objection. 



20 

1 

0 

Is that ri 

, it? 



21 


MR. WALKER 

Repetitive: . 



<N 

CN 

i 

1 

| 

THE COURT: 

T will s u j • 

■.. it 

or tne ground 

23 

* 

that the 

foundation h 

> not h aoi. : ' 

Id foe 

the defense v:.i 

21 

you seek 

to assort t'- 

iuoh th.ct. 




vons, your 


25 


MR. TAPE: 


r have 


no f uri.;'. 
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14 li 

i! 


18 i 
r i 


Honor 


REDIRECT EXAMINATION 


BY MR. WALKER 


Mr. Schif'Tijr., rr.go > i .ns convarsat .» 


that you have testifi • 1 to r. .he Cr tu:y r '..r za, was thej 


any renresentation mr a, in • • u" prv: • • tr Mr. Frasi 


tha t stock had been i tecum:.'. a': j'l t - - j ' shareholder: 


and was to be red is z: j Luted v'* the r\ ' j.c <v 4 - the time t 


he made that rtate.me* • that vcu kostl'i'c */. on cros c - 


e.uan .n tion? 


War there *y cur. 


disc, for 


about, uny planned dir ’'.ibution ot r*c . y the officer? 


and people ir control of tie no rrpa.v to the vablic at *p 


time? 


You were c ked on cross -c t on as to Sr 1 s 


use o', the nominee cc potation of Kelli, Jackson & Scott 


Did you c’ cuss with him in chat connection 


any basis other than tie me von h.r.o t t-iied to as t < 


why ho* would use a ro.inno c.i-poratisn? 


Did I disc.> ss with hin ar.v other basis for 


Yes, were ou awa r r of any ct m" basis? 


MR. DOYLll: v our Hi-r.or. c. iir.. the proper c i- 


SOI THPRN n “T r 


• c.' f as" 


■ 


v 


i 
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fi. vs • 


ticn is did he discus 


3 



TUF COURT: 

Ovn'T «. 2d . 


4 

|i 

(1 

A 

Other than 

he cre.ii or- ' 


.3 

II 

i! 

Q 

Yes . 



6 

I- 

7. 

Not that I 

ran recall rig'- . anv’. 


7 

ii 

li 


MR . WALKER 

Could 'O TOT 1 i'-t: dr 

-• rment 131. 

8 

1 

! 


(C'.7or*v or 

's Exhibit 13 ‘ *’■■* " 

had for 

9 

P 

li 

icie 

ratification . • 



10 

li 

il 


Mr. Schifr 

.on, I show yr. Co - 

ent’s Lxhil 

11 

’l 

u 

131 for 

idertif icatic 

and ark you *.'• ' :eo\* 

o that doci - 

12 

ii 

closely 

and ask you • 

that refresh-. • 

’collrctioi 

13 

ii 

tj 

concc re 

nr the last 

•ostior. put. to 


14 

n 

A 

I believe 

know about his at *' 

• • time, ye.. 

15 

ii 

(I 

♦I 

1 1 m not 

sure whether 

.o ever discus rod true 

n relation 

16 

r 

ii 

ship to 

the nominee. 

* 0 1 1. i f ij r c a 3 o r\ r, »»cr r . «, - 

you know, . 

17 


far as my being the 

omir.ee foi Kelli, J?.o 

n £> Scott. 

18 

ii 

Ii 

I* 

0 

Did you e 

•r discuss this f. M 

Segal? 

19 

ii 

h 

He had me- 

..toned it to me. yor. 

We never 


vent into too much c .nil about it, hu* I hid some know] 
edge of this. 

q what is y„.ir best recollection to what h 
said concerning that document? 

MR. DOYLF.. x'our Honor, may v:e encroach the 

bar? 


SOI ,T MCPN D '■> r* %C.R r ‘>F' •■Iff' i. COlJ r *P'l 


3 







■ c - . • 

9 

_ t _ . _ 
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1 


IVs sc- 

i'frran-' *di **• c, 

*? • 1 

_ • 

j 


) 

1 

TH-' COURT: 

Let -^e too dr r 

u i'~.' : so it wor • 


3 

ii 

li 

be s'. *>■» r mystery. 



- 

4 

i, 

Ij 

{Handed to 

Court.j 



5 

, 

Til" CCUl-.T: 

I don’;, roe r.r* 

< d . o. It is .. 


6 

ji 

p 

point you raised for 

~ial . 

1 


7 

> 

!. 

All right. 




8 


MR. WALKEF. 

May ». proceed., ycu.r : 'onor; 


9 

j; 

'f’HE COURT • 

Yec. 

l 


10 


Q What was 1 

e conversetl'- • tb-v 

h yon had with 


n 

. ij 

Segal? 




ii 





12 

i! 

A Well, at ; 

,e point dvri:*'.' our 

re.ation"hip 1 

•» r\d a or obi *. 


13 

!i 

i' 

j' 

had mentioned to ne 

• at •? me t i 


11 

with the SLC as far a. 

•, tho brokerr.-u. cor. 

goes, tnai : 


15 

ii 

j 

had sene interest in 




16 

i 

0 Did he sp-. 

ify it. in any more 

detail? 


17 

I* 

i 

•1 

Mil. DOYL." 

Your Honor, ;;ust 

to -nke the re.', l 


18 

!' 

clear, X am objectiv 

r.o this cuen' won *: 

nd '.his line o: 


19 

i! 

*i 

cues :■ .1 or. inn . 




20 

i 

T'lr COURT 

overrule 

Yo.- opened th'> 

t 


21 

ii 

door. 




22 

‘1 

it 

MR. DOYLE. 

Thin.-: you. 



23 

*1 

A Hover rea 

.y wen. . ir ;c > .. >: 

eh d tail abou. 


24 

i» 

i. 

you ‘ new, what it vc 

aho.'t r v;ha t r.v: 

"rrolem was re;.’ v 


25 

ij 

•i 

li 

abov t . 





t 

p 

ii 

• i 






'OCTHE C'5 % 

C * * r • ■* "■ r, nfi* - * . •* *» 

9 T 




• i 


y -* ■ 

/ ) 
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jhs Sc- 

f;n - ini: 


• 

|i 

|, ' 11*. l.'AT.Kl” 

' 

'< or, or : s 

rime the 

:i 

Govo r.r.:-ri o ' i e - f 131 

**y • ’c v 1 T 'i ;or -1 

o evidence. 

t 

It ir c certified co i 



#.) 

K? . 1 : 

t nv ' :! >r.O c , . : • 

^.t, please 

>; 

Till COUUT: 

;»urc:. 


7 

MR. OOYLF.* 

|j 

Vnv.' E.icr, cl 

t- > it on th'' 

H 

cromi t 1 nt the ter i 

1 

,n* y *..*<’3 r.ot v.» ’ ’ ■" 

ocurent -.v 

9 

| 

discusrod vith '-ie 

one, but or.iy t n 

ory <i nnera 

10 

sublet' t T.lttr l v:.ie c* ? 

r.rrro.i as to v! -.r no 

etail was 

|| 



11 

1 , 

entand into ana, r ;c* 

nc’lt , the p) on. ir 1 

nature of i' 

12 

the con.: . 
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2 Q Now, Mr, Schlffman, did you have any conversation 

3 with Mr, Segal concerning this injunction by the State 

4 Attorney General in 1959 barring him from engaging in 

5 any securities transactions within the State of New York at 

6 any time? 

7 MR. DOYLE: Objection, your Honor, 

g THE COURT: Overruled. 

9 A Well, we had discussed the fact of this inuunction 

10 as * said, in a limited way at various times. 

11 Q Did you have any discussion with Mr. Segal concerning 

12 any violations of that injunction that had occurred in 

13 the early ' 60 s? 

14 MR. DOYLE: Objection, your Honor. 

15 THE COURT: Sustained 

16 And, again, I want to caution the jury that 

17 counsel's questions are not evidence. 

18 Q You stated that you entered into an arrangement 

ig with three individuals, two other individuals and yourself, 

20 for the purchase of Pioneer stock? 

21 A Correct. 

22 Q Whose name was that stock to be held in? 

23 A 1 believe Mr. Palermo was one of the gentlemen. 

24 I believe it was bought in his wife's name. 

25 Q Was that purchase made by you on the recommendation 
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Parker-direct 

of Mr. Segal? 

A In a sense, yes. 

MR. WALKER: I have no further questions. 

MR. DOYLE: No questions, your Honor. 

(Witness excused.) 

MR. S1FFERT: The government calls John Parker. 


JOHN PARKER, called as a witness, having been 
duly sworn, testified as follows: 


DIRECT EXAMINATION 
BY MR. SIFFERT: 

Q What Is your current occupation? 

A I am a rancher. 

Q In the fall of 1969 how were you employed? 

A | was a registered representative with Hornblower 
6 - Weeks. 

Q Could you tell the jury what a registered representa¬ 
tive is? 


A We bought and sold securities on a retail basis. 

Q At the time that you were employed at Hornblower 

& Weeks, where was that? 

A In Denver, Colorado. 

Q Was there a bank in the same building? 

A American National Bank was on the ground floor. 
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be was - c - ’ c.'. -aunt ‘‘ton 

9 

i 1 

Tucson, 

Arizena. 


10 

•i 

Q 

So you Ai' 
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• - tor queer ion, 

20 

!i 

Honor? 


. 

21 

| 

THE COURT 

Yes, ctriko 


22 

1 

I 

Q Hew many * : 

mos < 1 : 1:1 you * : 

i t hath ary Scnrdinc 7 

23 


A I'm not n 

.liy nv.ro T < ■■ 

1 

n r Scardino. 

24 

I 

S1 

I think he just cam'* 

• ! ' r oi " > 

Whothe 

i 2? 

ii 

1 

i 

shoo’; his hand or ?. 

hot 1' , T a ,w 

' •< . , •‘.'Of her. 


1 

|j 

SCUTHTRN oi S * 

f CO. R’ * * "..'.T.i'j 

- - • • i • 


\ 







r< 



.j 

1 

fi 

*• * f' 

P 

JA499 



.1 


So •: i ro- 

i * i 

'r. Scare i 

3 

ii 

j 

and hnu 

a. cm;' r-^tk 
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1 11 1 

j 

couri^ of. business? 

« 

* J 


1 

I 

J 

12 

'i 

Yr . 



1 i- 

• 

13 

0 

Was it the 

• 

ogular course of your eompeiny 

to 

r-' 

ff - 

i 

* 

y ' r 

H .j 
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A That is co_ • ect. 

THE COURT: «.id you sell the ctock? 

THE WITNESS; Yes. 

THE COURT: 1 hat did you do with the proceeds? 
THE WITNESS. TUe proceeds Mr. Ec-rdino picked 
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v.p at our office. 

MR. PAPE: j would like a clarification on tha*. 
y<3Ur Honor, as to whi h sale. 

I 

Til: WITNESS; If I could J ook at the chocks I 
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; MR. SIPF5RT; Is that the cheek?’ 
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you remember that Mr. McKibbon was with Mr. Scardino who, 
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A I can't really testify that T do. 
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MR. SIPFER 
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^ ' • jt ♦ ‘.V 
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i 

etc these cot:; t -tions? 


15 

ii 

: 

A Every day 

i 


lf> 

!| 

11 

TEE COURT 

Dc I understand you - re objeccin : 


IT 

► 

!i 

l| 

to the voice v’entif: 

y 

nation? 


18 

1; 

MV. DOYLE 

i 

f’c, you : Honor, r. • simply I c i .i t 


19 

! 

: 

knr< how oft:. .. 

1 


20 

ii 

* *. 

•i 

T r court. 

The." overruled as tc '■he founda 


21 

C- ahead. 

I 


22 

it 

VI, DOYLE: 

i 

Thank, vo’:. 

I 4 


23 

j! 

Q Mr. As 2 ere 

le, what would happen — what was . i 

1 


24 

it 

{! 

practice in ''.hose cot 

j 

ersetiens; what would either M.■ 


25 

It 

i 

Ii 

Schif fircn or "~s . Za‘ 

toll you. ?o:cc 'ninp the quotes' 5 



9 




n |. 

12 j! 

11 

1.3 

H . 

15 1 

* . i 

'• i 
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'4 


* 4 

A Tr ry, would ell mo what to start t he quoting* 

V ; ‘ '*% ^ 

, **T * , * ft** 

tne notvt dav. ’ ■> 


4 

II 

n 

Ml it would 

/ou do after vou 

% 

got that inform- 

-N 

C 

I 

a tion? 



■k. 

§ ’ 

6 

II 

II 

A 

l would a*- 

rt trading the s 

yjh 

tori t v s next ^ay 

7 

i 1 

M 

that price 

• 



8 

i' 

i; 

1 

n 

w 

Would you 

)o anything with 

the cy.-te in terms 

9 

ij 

of the pin 

k sheets? 



10 

1 

i 

i 

A 

Yes, put 

<i the pink shr.e 4 " 

d i i. y. 


THE COURT: How is that qu<" te romally detenr. , c4 J ‘ 

• , : 

If ncbcdy savs quote it at 7 or if vot don' t just arbitr^ ( iu*, ; . 

? . 

pick 7, bow is the quote normally determined? * * • 

* < 

« THE WITNESS: By 3tock, suoply and/demand. 

V ■■ ‘ J* 

«, THE COtJRT: By supply and demand? ' j, 

a . . 

THE WITNEL’o: By the cost andUsupply and deman . 1 

t t . 1 

. : 0 Rid there come a time, sir, f/fton yt>u learned j£ 

*•5;.,, f ■ , ■ * b‘ '1 


; * 

1 • K::< 

the'ltdme. 

/ .. 

Alan s4qfil 

' 1 

• ! 


49 

J 4 

A 

Yes . 



• • 

20 

* 0 

And V*uld 

21 

you learnr. 

u of that 

29. 

tf 

who was present? 

20 

! 

Mr. Schif 

24 

!' 

Where? 

28 

f 

\ 

J think i 


And V*uld '-ou try *n£ fix the nerr.d^t at which 


Mr. Schif iar. and r/sti£ wore present. 








ONLY CQH’Y AVAILABLE 


Atfc&rone-diraiHt 

r< . ° APPrOXl " ately When ln rel atton to tha ti „. 
P " that we are talking about? 


3 I* 


♦ fe 

. 1 / " 


a 


5 || A cou Ple of months. 

„ ° WHat was tha t conversation? 

r J MR ’ ° 0YLE: * C ° Uple of "onths from when? 

THE witness: From October fr„ . 

1 !j started trading. 

| (I 

What was that conversation? 

. A He told me that Prancine Zahl was a non,: 

. Alaniegai. * »osi„ e , for 

. J I 

,1 tion 'did FOllOWin9 that inf0n " atl ° n co "“"9 to your atten- 

' dld y ° U have a ny telephone conversation. 
ji Segal? etsations with Mr. 

, A *^es, i did. 

i' J / ’ \ 

0 Would you tell us how ofi-«rh k >’ 

fcoftveriat* : * % V fre<Juent those - 

”tlons were aft.r you learned this? 

A Whan I called Miss 9 »hi u 
] ' he '''ould get on the 

j P hone most times — 

Q And how frequent were 

those conversations? 

iWO ° r three times a week. 

/ ° C “ VOU teU US ' -* was said i„ these 

/ ephone — ?ou and Mr. Segal? 

A I would tell him how Mny shares uere tou ^ t ^ 
sold during the course of the day. 
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•> 

I 

0 

Did Mr. Segal give you any information? Would 



he give you any information on those calls concerning the 

•1 


next day? 


5 

1; 

A 

Yes . 

(> 

1 1 

0 

And what information? 

i 

I 

A 

He would tell me what to trade the stock at. 

8 

; 

Q 

Mr. Azzerone, I show you Government's Exhibit 

0 

i 

101 for identification and ask if you can identify these 

in 


documents? 


n 


A 

Yes. 

12 






0 

What are they? 

13 

ji 

A 

Confirmations. 

14 

1 ■ 

Q 

Are they confirmations of Karen & Company? 

15 

ji 

A 

Yes. 

18 


0 

Made and kept in the ordinary course of the 

17 


business of Karen & Company? 

18 


A 

Yes. 

19 

i! 

Q 

And do the transactions recorded on these con- 

20 

1 

. 

firmations 

occur on or about the time that the entires are 

21 


made? 


22 


A 

Yes. 

23 

1 


MR. WALKER: I offer these documents, your 

21 

j 

Honor. 

- 






This is Government's Exhibit 101, 101-A, 101-B, 

li 





I 



1 
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o 

101-C, 101 

-!j, 101-E, and that's it. 



3 


MR. DOYLE: Your Honor, no objection. 



1 


(Government's Exhibits 101, 101-A, 101-B, 101-C, 



5 |. 101-D 

, 101-E were received in evidence.) 


■ XX 

1 

6 1 


MR. WALKER: Your Honor, may the record reflect 



7 

that the Exhibit 101 covers the entire batch, and that 



.3 i 

there are 

specified confirmations which are numbered by 



9 

letter within that batch. 



10 


THE COURT: Do you have those ona schedule? 



11 ' 

' 

MR. WALKER: They will be, your Honor. I intend 



12 

to present them on a schedule, but I want to get them in 



13 j 

1 

firs .t 




14 

Q 

Mr. Azzerone, I show you Government's Exhibit 102 



15 

for identification. 



16 


Can you identify that document? 



17 

A 

Yes. 



18 1 

n 

What is it? 



19 

A 

Monthly statement. 



20 j 

Q 

For who? N 



21 

A 

For Francine Zahl. 



22 

Q 

At where? What firm? 



23 

! A 

Karen Company. 



24 

Q 

Is this a document also made and kept in the 



25 

ordinary 

course of the business and are the transactions 



) 
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«> 

recorded — 



MR. DOYLE: Your Honor, as to the competence 

• > 

4 

of these documents there is no problem. They are all 


5 I 

original documents. There is no objection. 


« j 

MR. WALKER: Very well. 

i 


i 

I offer them. 


s i 

THE COURT: Thank you, Mr. Doyle. 


9 1 

i 

1 

Received. 


10 

(Government's Exhibit 102 was received in 


11 

evidence. ) 

xx 

12 

MR. WALKER: I offer at this time also, your 


13 

Honor, Government's Exhibit 104 for identification. 


14 | 

Q I ask you, Mr. Azzerone, is that what is known 

1 


15 ' 

as a comparison? 


16 

I 

A Yes. 


n ! 

Q Consisting of a confirmation, two confirmations, 


18 

one from the buying and one from the selling broker? 

| 


19 

A Yes. 

2 

20 i 

Q Are these records also Karen records? 


21 j 

A Yes. 


22 

MR. WALKER: 104 for identification, a comparison, 


23 

116-B for identification also a comparison, 116-C for iden- 


21 

tification, a confirmation, 119 for identification, a com- * 


* 

1 

I 

parison, 120-B for identification, a comparison. 
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XX 


1 i! 

I 


3 

1 

5 

r> 


10 


ii i 


, 

13 


11 

15 

16 

17 

18 


19 

20 
21 
22 


23 I 


24 

25 
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Q Mr. Azzerone, with regard to these confinflations 

which you have identified and comparisons 
MR. WALKER: I offer them. 


MR. DOYLE: No objection. 

(Government's Exhibits 104, 116-B, 116-C, 119, 

120-B were received in evidence.) 

Q Mr. Azzerone, with regard to the confirmations 

of Karen & Company, was it the practice of Karen & Company 
to mail each and every one of these confirmations to the 
addressee designated on the confirmation? 

A Yes. 


n 


And to your knowledge was that done in every 


case? 


A Yes. 

q with respect to the comparisons which contain _ 
confirmations from other brokers, were these confirmations 
received in the mail from the other brokers? 


A 


Yes. 


0 I show you Mr. Azzerone, Government's Exhibit 

103-A, 113-D, 103-C and 103-D and ask if you can identify 
those four documents? 


A Yes. 

q What are they? 

A Checks. 









ihhi 



1 
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2 

j Q 

1 

And are these checks by Karen & Company made 

3 

out to Francine Zahl? 

-1 

A 

Yes. 

5 


MR. WALKER: I offer them. 

6 

’ 

MR. DOYLE: No objection,. 

7 

) 

(Government's Exhibits 103-A through 103-D 

8 

were 

received in evidence.) 

9 

XX 

I 

MR. WALKER: Your Honor, could I simply state 

10 

the date and the amount of each of these four checks? 

11 

* 

MR. DOYLE: Your Honor, they speak for them- 

12 

selves . 


13 1 


MR. WALKER: That is the point. 

14 


THE COURT: The point of the schedule was to 

15 

di that, to save the time. 

ir, 


MR. WALKER: Yes, Your Honor. 

17 

Q 

Now, Mr. Azzerone, have you pled guilty in this 

18 

I 

* 

case? 


19 

A 

Yes, I have. 

20 I 

0 

And did you plead guilty to Count 1 of this 

21 

indictment 


22 |i 

A 

Yes. 

25 i 

Q 

Was there a time, sir, when you testified 

. ” 

before the 

SEC in connection with Pioneer Development Cor- 

95 

1 

1 

I 

poration? 



II 










1 


JA526 




ksl2 

Azzerone-direct 390 


»> 


A 

Yes. 


3 

i 

Q 

And was your testimony entirely truthful before 

7 

•1 


the SEC? 



3 


A 

No. 


f* 


0 

<c 

Is it your understanding, sir, that your testify- 



1 

i 

ing and cooperation will be brought to the attention of the 


* 


judge at 

the time of sentence in your case? 


<> 

|| 

A 

i »: * *, . 


10 


< ) 

li.ivt- v'j'i i• v « M 1 -f i given any assurances as to 


ll 

li 

*,/ lin !■ Mini 

•;rril r'll' 1 " V/ 1 1 1 1 *** »‘ 


rj 

|i 

! 

A 

; lo . 


13 

i 

O 

e you told that if you told the truth that 


' 1 


> 1 .il 1 .I'M 

von id !,<• brought ♦'O t he attention of the sentenc- 


l'i 

j! 

lug judge 


lfi 

I 

ij 


MR. GREENBERG: Objection, your Honor. 

► 

17 



the COURT: Overruled. 


IK 


Q 

Were vou told that if you told the truth that 


19 

1 

: 

fact would be brought to the attention of the sentencing 


20 

|i 

judge by 

the Government? 


21 

: 

ii 

A 

Yes. 


22 


0 

Do you understand that with regard to your guilty 


oo 

h/J 

j 

l 

nlea in 

this case that you would not be prosecuted for any 


O 4 

L I 

,| 

other ad 

Jitional crimes of which the Government is aware 


25 


in conne 

ction with your activities at Karen & Company? 






ks 
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A Would you repeat that question, please? 

THE COURT: The reporter will read it. 

(Question read.) 

A Yes. 

Q And that is assuming that your cooperation is 
truthful and complete, is that correct? 

A Yes. 

THE COURT: I want to say to the jury, whether 
this witness' testimony is truthful and complete is for you 
to say and not for the witness or Mr. Walker. 

MR. WALKER: Yes, your Honor. 

I have no further questions for this witness. 

MR. DOYLE: May I proceed, your Honor? 

THE COURT: Yes. 

C ,J OSS EXAMINATION 
BY MR. DOYLE: 

Q Mr. Azzerone, Mr. Walker asked you if you had an 

understanding that you would not be prosecuted in connection 
with anv other crimes involving Karen & Company and your 
response was yes, and my question is, does that include, 
to your understanding, the crime or crimes of perjury? 

A Yes. 

0 Now, you testified on direct examination that 

you were not entirely truthful when you testified before the 
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j ks 

SEC. Is that correct? 

A Yes. 

Q You also testified on direct examination that 
you had various telephone calls with my client, Alan Segal, 
in which he cave instructions with respect to quotes, is 
that correct? 

A Yes. 

0 no you remember testifying in the grand jury,in 

this building, on July 18, 1974? 

A Yes. 

0 And do you remember being asked the following 

question and giving the following answer at page 7: 

"Were any instructions given to you by Alan 

Segal, do you recall? 

"A No, I don't." 

Was that testimony truthful on that date when 
you gave it? 

A Yes. 

Q Nov/, that was approximately three months ago 

and approximately three and a half years after the event. 

Is your recollection any better about the events today than 
it was in July 1974 -- in 1974? 

A They'r° the same . 

Q Your recollection is the same. 








1 ! i k r> 
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Now, you have testified that both statements 
were truthful, what you said in July and what you said in 
court toda'’. Is that still your testimony, that on the 
one hand you qave instructions to Alan Segal, but on the 
other hand you didn't give them? 

MR. WALKER: That is not the testimony. 

THE COURT: Sustained. 


wish. 


Confront him with his actual testimony, if you 


Mr. Azzerone, T am going to direct your attention 


to your testimony on direct to the effect that you had 
various conversations with Stuart Schiffman. 


ir, I! 


Do you recall the testimony on direct a few 
moments ago? Dc you recall testifying to that effect? 


19 Ij 
II 


Yes. 


Do you recall testifying before the SEC here in 


New York on June 3 , 1970 ? 


Directing your attention to the following ques¬ 


tion and answer appearing on page 21, were you asked the 

*>) ; . 

following question and did you give the following answer -- 

|l 

i MR. WALKER: What was the date? 


MR. DOYLE: The date is June 3 rd, 1970 , 


page 21. 


/ 







1 
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o 

0 

"Repeating the question, did you ever speak to 


3 

Mr. Schiffman in reference to Pioneer Development Corpora- 


•1 

t ion? 



r 

! 

0 

z 

< 


f> 

i! 0 

Were you telling the truth on that occasion? 


t 

A 

• 

No. 


8 

o 

You were lying, weren't you? 


9 

A 

i 

Yes. 


in 

Q 

1 

You also admitted in the grand jury, did you not, 


ll 

Mr. Azzerone, that you made certain false statements to 


12 

the Securit 

1 

ies and Exchange Commission, isn't that correct? 


13 

A 

Yes. 


M 

i 

0 

What were those false statements? 


ir> 

A 

Well, there were many of them. 


in | 

0 

There were many false statements? 

. 

17 

A 

Yes. 


18 

0 

Well, tell us those ones that you can remember. 


19 

A 

Well, just the one you gave me, for instance. 


o 

CJ 

when he asked me if I talked with Mr. Schiffman about this, 


• 1 . 
21 :i 

and I said 

no. 


■n !j 

0 

What about not disclosing the interest of a 

/ 

23 

Mr. Vanasco in Karen £. Company? 


, | 


Did you make false statements about that to the 


or ll 
S) | 

1 

1 

1 

SEC? 



y, 











• 

1 
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•> 

A Yes. 


3 

0 And you admitted making those false statements 


r 1 

in the grand jury when you testified on July 18, 1974, 


5 

l 

isn't that correct? 


6 

1 

A Yes. 


7 

1 

o Mow, you received a due diligence file in 


R | 

connection with the trading in this account at Karen & 


9 

1 

Company, did you not? 


,0 

A Yes. 


11 

0 Would you describe to the best of your recollec- 


12 1 

| 

tion what this due diligence file consisted of? 

1 


n j 

i 

A 1 don't recall. A financial statement. 


14 

Q Pardon? 


15 

A There was a financial statement in there. 


16 | 

Q There was a financial statement in there? 


17 

A I believe so, yes. 


18 

Q Plus other things that you don't recall? 


19 | 

A Night. 


20 

0 when and where was the last time that you saw 


21 

the due diligence file, Mr. Azzerone? 


22 

A I don't remember? 

1 


23 

0 Do you remember being directed by the Securities 


24 

and Exchange Commission to produce all records in your 


25 

possession relating to Pioneer Development Corporation? 

1 




d 
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A Yes. 

0 And did you comply with that request of the 

Securities and Exchange Commission? 


|, 


0 And did you turn the due diligence file over to 

the Securities and Exchange Commission? 

A Yes. 

C. Have you seen it since then? 

A I don't believe so, no. 

THE COURT: Vi Men you turned it over, what was 


the condition of this file? Was it all bound together 
or was it separate papers or how? 

THE WITNESS: It was a folder with all loose 


papers 


THE COURT: Loose papers? 


19 || 


THE WITNESS: Right. 

Q Now, you testified on direct that your arrange¬ 
ment at Karen & Company was such that you could not lose 

« 

money, is that a fair statement of your testimony? 

A Yes. 


0 Nov;, the same is also true, is it not, when a 
brokerage firm acts as a broker for a company executing 
trades und charges brokerage commissions, isn't that true? 


25 


A 


Yes. 






1 


jks 
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3 || 



8 ! 


9 j 
10 



16 

17 

18 

10 

20 ’ 
' 

21 


OQ 


23 


i! 


21 

25 


I 

1 


0 Nov;, as I understand it, what you did in this 
case was place quotes in the pink sheets, is that a fair 
statement of what you did with respect to the market in 


Pioneer Development Corporation? 

MR. WALKER: Objection, your Honor. I don't 

think that is anywhere near the testimony. 

THE COURT: Sustained. 

q Mr. Azzerone, in the course of the transactions 

that you have described, did it develop that there was a 
market for the purchase of Pioneer Development Corporation 
after you put quotes into the pink sheets? 

A I don't understand what you mean. I'm sorry. 

Q In other words, if you put a quote in the pink 

sheets on a given day as you have described, asking 6 or 
7 dollars for shares of Pioneer Development Corporation, 
did buyers appear on the market offering to pay those 
prices for those shares? 

A Yes. 

0 And did that happen on a regular basis? 

A Yes. 

Q And did those offers to pay the prices that 

you were asking for Pioneer Development shares emanate from 
a large number of different brokerage firms throughout New 
York City and throughout the country? 
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10 


11 


14 


’8 


!9 ‘ 


20 


Yes . 


At least a dozen or fifteen approximately, wouldn't 


you sav? 


Yes. 


Mow, with respect to the cooperation that you 
were furnishing to the Government, you understand, do you 
not, that the interpretation of Mr. Walker and the United 
States Attorney's office as to whether your testimony is 
truthful and the representations made to the Court at the 
time of sentencing will have weight in connection with 
sentencing, don't you, Mr. Azzerone? 

■'H. WALKER: Objection. It is a matter for the 

Court. 

THE COURT: Well, not his understanding. 
Overruled. 

MR. WALKER: Very well. 

THE WITNESS: Please repeat that question. 
(Question read.) 

THE COURT: Do you understand the question? 

THE WITNESS: I don't understand the question, 

your Honor. 

Q Let me try to state it more simply, Mr. 

Azzerone. 

You understand, don’t you, that it will be 


* y 
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2 

important for you at the time of sentencing, if the 

3 

Government construes your cooperatio n and the information 

) * 

you have given as being truthful and so represent that to 

5 I 

the Court, you understand that that is important, don t 

8 

you? 

* 

A Yes. 

* ! 

1 

MR. DOYLE: No further questions, your Honor. 

'> : 

MR. GREENBERG: No questions on behalf of Mr. 

10 

Zuber, your Honor. 

11 ! 

MR. WINOGRAD: No questions on behalf of Mr. 

12 

Levine. 

13 

MR. PAPE: No questions. 

14 

MR. NEWMAN: No auestions on behalf of Mr. 

I 

15 

Finkelstein. 

16 

THE COURT: Any redirect? 

17 

MR. WALKER: Very brief, your Honor. 

1H 

REDIRECT EXAMINATION 

xx 19 

BY MR. WALKER: 

20 

0 Mr. Azzerone, you testified on cross-examination 

21 

that from time to time buyers would appear and buy stock 

22 

from you in the market, is that correct? 

. 


-• 23 

A Yes. 

i 21 

o Were vou ever told where these buyers would 

25 

come from or where you could sell stock. 

- 


I 
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2 

! 

A 

Yes. 



3 

0 

And in connection with Pioneer? 



1 

A 

Yes. 



5 

0 

And would you name any individuals who told you 



« 

hit? 




** 

A 

Mr. Schiffnan. 



s 

0 

Mow, sir, You testified on cross-examination that 




you gave a 

false statement to the SEC concerning whether 



10 

or not Mr. 

Vanasco was a hidden principal or a principal 



1 

of Karen f. 

Company, is that correct? 



13 

A 

1 

Yes. 



13 | 

Q 

And, in fact, were you a nominee of Mr. Vanasco? 



14 

A 

Yes. 



15 

Q 

And were You aware that the fact that you were 



10 

a nominee 

and Mr. Vanasco was a hidden principal in the firm 



17 

would cons 

titute or could constitute a violation of the 



18 

securities 

laws? 



19 

A 

Yes. 



20 

0 

Did you want to cover that up because you knew 



21 

that was a 

serious offense? 



22 

A 

Yes. 



a 


MR. WALKER: I have no further questions. 



24 | 


MR. DOfLE: No questions, your Honor. 



25 j 


THE COURT: You are excused. 





(Witness excused.) 
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THE COURT: Next witness. 

MR. WALKER: Mr. Clegg. 

M I C II A E L W. CLEGG, called as a witness 

bv the Government, having been first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 
BY MR. WALKER: 

0 Mr. Clegg, have you pled guilty to Counts 1 and 

2 of this- indictment? 

A Yes, I have. 

Q Now, Mr. Clegg, directing your attention, sir, 

to the early part of 1969 , did you know Burney Acton at 
that time? 

A Yes, I did. 

Q And how long had you known Mr. Acton 7 

A For two years before that. 

Q And what was your relationship? 

A We were partners in business. 

Q Did you have a bank account together? 

A Yes, we did. 

0 Where? 

A Crocker's Citizens Bank, Los Angeles. 

Q Now, during the spring of 1969 were you in 






.1 


1 


■> 


3 


4 


5 


6 


8 

9 


! 


i 




! 


10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
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touch with Mr. Acton on a regular basis? 

A Yes, I was. 

0 And were you aware of what was happening in 

connection with American Aluminum and Pioneer Development 
in the spring of 1969? 

A Yes, I was. 

Q And what was your understanding, sir, concernig 

what was being done in connection with American Aluminum 
and Pioneer Development during that period of time? 

A My understanding was that American Aluminum 

& Steel was being merged into Pioneer, with Pioneer being 
the surviving name, and this was, I guess, had been drawn 
up on an option contract. 

Q Mow, were there any discussions between you and 

Acton about putting money into American Aluminum at that 
time? 

A Yes. 

Q And what were the conversations on that score? 

A Burney said that he needed operating capital to 

make American Aluminum productive, and we advanced about 
$35,000 cash to him. 


i 
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Low, sir, in this period of tine, in the spring 
of 1059, were you aware of an effort being made by in¬ 
dividual ^ to acquire the outstanding stock of Pioneer 
Development Corporation? 

A Yes, I was. 

V’ould you toll the court and jury what happened, 
what was going on in this regard? 

A Basically, I believe this was only Burney, and 
a gentleman, Mr. George Aaron, were contacting old stock¬ 
holders of Pioneer Development, at this tine Mr. Roy 
Lewis and Mr. Ed May were the chairman and president of 
Pioneer, and they were buying up shares from the stock¬ 
holders either for money or giving them back some of their 
stock, 10 per cent of their stock, or something if they 
donated it to the company. 

Q During that period of time, sir-, did you enter 
into arrangements with certain individuals that you knew 
who were, in effect, buying stock or would be given stock 
some time in the future in return for money they were puttinc 
up for Pioneer? 

A Yes, I did. 

Q Who were those individuals as best you can recall 

and the m.crav of money involved? 

A My father-i*i-law — 
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Nhat is his name? 


* Emanno Mariot for about $30,000, Herb Kaighan 
for about $ 3 , 000 , Bill Morgan for about $12,000, Dolores 
Morgan for about $6,000. 

Q Could you stop there, sir. What was your relation¬ 
ship with the Morgans and Kaighan? 

A Kaighan had gone through school with me for about 
ten years. He was my best friend. And Dolores Morgan 
was my secretary, and Bill Morgan was her ex-husband. 

0 Does the name Frank Laban mean anything? 

A Frank Laban was one of my salesmen. 

Q Did he put up money? 

A He purchased a thousand dollars worth. 

0 Warren Brown. 

A Warren Brown worked for me, and I believe Warren 

put up about $4,500. 

Q Mary Herald. 

A Mary Herald was a secretary in our office and she 

put up about $1,000. 

0 George Kasner. 

George Kasner was a friend of Jay Walker. He 
and his wife put up about $6,000. 

° T~.m Von Deton. 

| 

A Ho was a friend of Warren Grown. I believe he 
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put up about $1,500. 


; M* ' 

,4r 

Clegg-direct 


M 

4<* 


• \\*V ;*•' 

■>th 


Jackson Holder. 

He was a friend of Warren Brown and I don't 


remember how much he put up. 


0 Eventually, air, were certain shares issued 

to these individuals? 

A Yes, <:here were. 

t , 

Q Was it: sane of this money that was transferred 
to American Aluminum and Steel in the spring of 1969?, , 

’ •* ' < i , ,» 


A Yes, I believe it was. 


1 ld there cctne a time, sir, when ypu lear. 


* %h»^ American Aluminum and *te*l ires not gofer to irerpi 
or th» merger would be over with Pioncxw Development 

*. t 4 • *9 /f 

Cdfpbration? J *4 

• * 

f . • t 

A There Was* - 4: 

, . •> . > 

Q Was that same time in Jane or thereabouts in 19<?9? 

A It seems like it was later in the summer. 

Q June or July? 

A At least. 

r 

Q Now, fallowing the departure of American Aluminun* 
frcrft Pioneer, what did Pioneer consist of? 

» 

A They had an option to purchase a mint in Nevada 

4 ; 

and an option to purchase a company called .precise Power. 

Q Were those options in writing? 


m 
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o 

A Yes, they were. 

j; 


3 

Was there a note payable frcm American Aluminum 


' 4 

for $35,000? 

1 


5 

1 

A There was. 

i 


6 

Q Now, sir, was that note ever collected on to 


i 

i 

your knowledge? 


8 

A No, it was not. 


9 

Apart from the two options that you mentioned. 


10 

were there any actual assets that had been acquired at 


11 

that time? 


12 

A No, there were not. 


13 

Q Direct J. e your attention to late September 


11 

or early October, 1969, or thereabouts, did there come 


15 

a time when you met a person by the name of Anthony Scardino 


16 

and the subject of Allen Segal came up? 


17 

A What time? 


18 

0 I nm just asking you if you recall such a 


19 

conversation? 


20 




A Yes. 


i 21 




Do you recall approximately when that occurred? 



A If I want to guess, in the middle or late 


23 

September. 


21 

1 


j 

r 1 V° u Bacall the circumstances of your betnq 


25 




in Reno? 



r 
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1 


2 

71 YOS - Burney and 1 had a company that did flocking 


3 

on walls and we were flocking the casino. Riverside Hotel, 


4 

that Tony Scardino was involved in. 


5 

j Q What was the conversation that you had with Mr. 


6 

Scardino at that time? 


7 

1 R. DOYLl* : Objection, since this conversation 


8 

occurred before any possible alleged participation in 


9 

i 

these charges by Mr. Segal. 


10 

HR. WALKER: It's being offered subject to con- 


11 

noction, all of these conversations subject to connection. 


12 

MR. DOYLE: Your Honor, there is a particular 
aspect of this conversation that I would like to take up 


13 


11 

15 

at the side bar. 

'HE COURT: All right. 



16 

(At the side bar.) 

MR. DOYLE: I believe there is going to be soma 


17 i 


18 ( 

19 

20 , 

reference to some other case when Mr. Segal allegedly did 


something to make the price of a stock rise. This is in the 
' 3500 material. And I think it would be highly prejudicial 


21 



since it is a hearsay statement. 


22 



I 

| 

Trm rarRT: Dq you intend to go into that? 


23 | 



24 I 

OS 1' 

MR. WALKER: Yes, because it goes into the 


citeshion o r Mr. Scardino's knowledge. 


A 

1 

* 

j H •. COURT: Knowledge of what? 



* 


* 


j 
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T r,. W.-.LKER; Of Mr, Segal's activities and what 
Mr, Segal v;as doing. 

THE COURT: In this case? 

MR. WALKER: In this case and it leads to the 
introduction. 

^rlE COURT: I want to hear it in the absence of 

the jury. 

MR. WALKER: Very well, your Honor. 

THE COURT: Are you at that point in the case yet? 
Or can we hear it during the lunch hour? 

MR. WALKER: We will hear it later. 

THE COURT: Let's save it. 

(In open court.) 

Q Following, sir, your conversation with Mr. 

Scardina, let me just put it to you, sir, did Mr. Scardino 
agree that you could meet, that you should meet with Mr. 

Segal? 

A Yes, he did. 

Q Following that meeting, following that conversa¬ 

tion, did you speak to Mr. Segal on the telephone? 

A Yes, I did. 

0 Where were you when you spoke to him as best 

can recall? 

A 1 don't reir raber. 






■SP 
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Q What was the conversation? 


3 

Briefly, thatwe had a dormant public company 


, 1 

that we would like to see trading again and could he help 


5 

us get trading, and he asked me enough questions about it 


6 

fill himself in that we decided to s et ud a meeting 


b3 7 

to discuss it in person. 


8 

Q V7here did you decide to have that meeting? 


9 

A Dallas, Texas. 


10 

Q Did you go to Dallas? 


11 

A • Yes, 1 did. 


12 

Q With Mr. Acton? 


13 

A I believe so. 


14 

Q Apart frem whether you went there with him. 


15 

was Mr. Acton present at the meeting? 

1 


16 

A I think he was. 

* 


17 

Q Do you recall, sir, anyone else, who was present? 


18 

A I don't remember anybody besides Mr. Segal. 


19 

Q Does that mean that there were other people 


20 

: present whose names you don't recall? 


21 

A I don't remember. It is hazy. 


22 

• 

0 Where was this meeting? 


23 

A At seme hotel in the breakfast room, coffee shop. 


24 

D:d vou make a statement at that time to Mr. Segal? 


27 

A A :.tafoment of condition, of whore we were. 

i 

i 


t 

* 

t 

\ - ^ .= . *. 

« . # • 

, , j , • 

' \ 


I 
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i 


^ What did you say? 

! * 1 "• “ “ X could be „ ith hira about 

the situation. 

I 

S " DOYLE.. Objection, your Honor. 

THE CCTOT: Yes, strike it out. 

I 

What did you say? Whal- u 

y What did he say? what did 

remember it. 

A 1 told him of the stoov 

. . tOCk ' the ^tuation of Pioneer 

beginning, namely, that the stock, the majority 

° f °“ tStanding StOCk t0 k -'^a g e had been bought in, 
““ COlleCtSd " ~ a »«. bit of the history 

° f thS ~ y ' hOW “ - - its various trading 
aIld hiSt ° ry “* S ° *«* - «-* Point. x gave him 

two documentations of • 

of the mine and the Precise Power 

acquisition. I told him of the „r„a; 

he predicament I personally was 

“ aSmUCh 03 aU ° f ** friends and relatives 

had long money or inve<;t^ « 

thit tt ' “ PiOMer "** the assura nc<i 

8 StOC ’ : "° UW be tradin<J l0 ^ *»*». this. It was 

and experience to open the stock up and b 

‘ up and be. to my under¬ 
bidding, like an underwriter for it. 

I d you discuss, ci’- » • i 

' * hat hln background was 
nt that meeting „i th ,, r . Sc g a i 7 







T 



J 

JA547 

1 

' • r ’h9 Clegg-direct 411 

o 

A Yes. Mr. Segal told us that this was his 

.3 

1 background, he was experienced in this type of operation. 

4 

! He tad given me the example of one company, which was 

5 

Acme, which sounded similar to our situation, and that he ‘ 

6 

had been successful with that company. 

7 

Q T'hat did he say about Acme? 

8 

j A That he had taken it as a fledging type company— 

9 

MR. DOYLE: Excuse me. I can't hear. 

10 

THE COURT: He had taken it as a fledging type 

11 

company.' 

12 

Keep your voice up, Mr. Clegg, please. 

13 

A — and had been successful in bringing the 

11 

stock up to a relatively high price and that the people 

15 

there if they had listened to him and done what he had 

16 

told them, it would have remained at a good price, instead. 

17 

they didn't foiler/; his instruction and it went down to 

18 

nothing. 

19 

Q Was there any conversation at that time, sir. 

20 

concerning what arrangement could be entered into between 

21 

you and Acton on the one hand and Mr. Segal on the other? 

22 



A Yes. Mr. Segal would have half of the stock that 

23 

was collected for trading in the market, and the other 

o, 

21 

ball of the stock would be for operating capital and so forth 

25 

for Pioneer. 
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Q T ..ore any amounts of money discussed? 

A Yes, only one, and that was that Mr. Segal would 
provide $500 operating capital for the mine to get it 
in operation. 

0 Now ' at that meting, sir, was there any conver¬ 
sation concerning how Mr. Segal would operate? What he 

1 

would do with the stock? What his manner of operations 


w. re? 


A As best I understood it and recollect it, he 
would take this stock, he would determine how much it 
would open for, however he did this, and that he would 
support the stock to make sure it did not decline in value. 

Q Sir, was anything said concerning other brokers 
or buying that would be involved? 

A Only the fact that Mr. Segal had had a lot of 
experience and background and that he had a number of 
brokers that believed in him and a number of former stock¬ 
holders or whatever, that if he were involved in the stock 
they would support it also based on his past performance. 

0 Was anything said concerning what you would have 
to do in connection with this arrangement or not have to 


Y ' 3 * ?r * Gog31 would Provide the operating capital 
lor the company and, ..hcroforo, the other half of the stock 
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vras not to be sold at any time without his permission 
or him actually selling it if we did that, that it could 
be used for loan purposes, but it was not to hit the open 
market, 

Q Was anything said, sir, concerning why the stock 
should not be sold? 

A Well, it would depress the price of the market 
if it were all thrown in at once, 

Q Was there any question or discussions concerning 
where the outstanding stock was at that time? Specifically, 
was a shareholders' list referred to? 

A Yes, 

0 Toll the court and jury about that, 

A We reviewed a current list of stockholders 
and how much of each stock had been recovered of the list 
and how many were dead or deceased or unable to find, 

Q Do you recall any specific conversations about 
that by Mr. Segal? 

A Yes, that there was one outstanding holder left 
that had tu be gotten in that had a very large amount of 
stock. 

Q Do you recall who that was? 

v Tier I»teen, n hundred thousand shares. 

0 Du you recall anything further that was said at 










\ 
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gentlemen with him. it was on a Sunday afternoon because 
there were football games on, and I think it was just like 
a recap meeting of what we had gone over before. 

Q Do you recall, sir, who was present, apart from 
Ilr. Segal and any persons who were with Mr. Segal, who 
else was present besides yourself and Mr. Acton? 

A I don't remember anybody else. 

Q Has anything said, sir, concerning control of 
the stock? 

MR. DOYLE: I object to the leading nature of 
the interrogation. 

THE COURT: Overruled. 

MR. WALKER: I object to the characterization 
as interrogation. 

THE COURT: Direct his attention to the subject 

natter. 


0 T o you recall any discussion concerning the 
control of the stock at the Century Plaza Hotel? 

A What do you mean by control? 


Q Does my asking you that guestion trigger in your 
mind a discussion of a meeting? 

A Only that all the stock should be with Mr. Segal 

so that other stock would not come in and deflate the price 
of the stock once it was trading. 


I 
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*) 

0 Did Mr, Segal say that at that meeting? 


3 

A Yes. 

• 

1 

TIE COURT: Ycu say all of the stock? What do 


5 

you moan all of the stock? 

j 


r, 

TIE WITNESS: All of the outstanding stock that 


7 

had been purchased from the old sharfholders. 


8 

TIE COURT: What percentage of the stock of Pioneer 


n 

was that? 


10 

TIE WITNESS: I'm only guessing. It was probably 


n 

70 per cent. 


12 

TIE COURT: You say guessing? Is that your best 


13 

estimate? 


14 

THE WITNESS: My best estimate. 


15 

MR. WALKER: Your Honor, I think we can be very 

i 


1(5 

1 

precise on that when I show him all the documents. 

■ 

17 

0 Did the term "shoe box" come up? 


18 

A Yes, it did. 


19 

Q Tell us, sir, what was said concerning shoe box? 


20 

A Only Al used a phrase, that he had to keep the 


21 i 

shoe box to be able to keep the price of the stock where 


22 

23 

he needed it or wanted it. 

0 What, sir, v/as meant by the word shoe box to your 

i 



21 

!crr>v! 

i 


25 

MR. DOYLE : Ejection, your Honor. Operation of 

1 
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•) 

his mind. 

3 

TIE COURT: Sustained. 

1 

Q Could you tell us more specifically what this 

5 

! conversation was? Spell it out? What do you recall him 

6 

saying? 

i 

A .About the shoe box? 

1 

ft 

0 Ye s . 

9 

A It was a term I never heard before. 

I 

10 

'I'iE COURT: Tell us what was said. The jury can. 

11 

determine. 

12 

TIE WITNESS: Just, namely, the control of the 

13 

stock so that our stock or other people's stock won't be 

11 

hitting the market except on a planned basis. 

13 

0 Was anything said, sir, concerning how sales 

16 

. 

would be affected should anyone want to sell? 

17 

A The rest of the stock that had .beengathered 

18 

should all go through Al only. 

19 

HE COURT: We will take our luncheon recess 

20 

at this point. 2 : 15. 

21 

Don’t talk about the case; don't let anybody 

22 

talk to you about it. And I must also instruct you not 

23 

to try to eat in the lunch room upstairs. That is reserved 

24 

for rnnloy^i of the courthouse, and you might very well 

26 

have seme embarrassirg contacts there. There are lots 




! 


There are lots 
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of restaurants in the area. Have a good lunch. 

(Jury excused.) 

THE COURT: We will resume, Mr. Walker, and 
counsel, at 2 o cock for the matter that does not concern 
the jury. 

(Luncheon recess) 


* 
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AFTERNOON SESSION 


(2.05 p.m.) 


(Jury not present.) 


MR. WALKER: Your Honor, I don't know where the 
witness is now. He was told to be here at 2 o'clock. 


point? 


Mr. Doyle, do your press your objection at this 


MR. DOYLE: Your Honor, let me see if I under- 


10 | stand the record correctly. 

11 I • What I understood the witness was going to say 

12 was that he had a conversation with Mr. Scardino, not in 

13 i Mr Segal's presence, in which Mr. Scardino told him about 

14 another situation that Mr. Segal was involved in which 

15 concerned the raising of the value of the stock. 

I 

1® Now, it may be that is the same stock that came 

17 . out in the conversation that Mr. Clegg said Mr. Segal told 

18 i him about later on, in which case that particular point 

I 

19 I is arguably moot. Although I think I would still press 

20 the objection, your Honor, because I think it is, although 

21 somewhat cumulative, I think it is also somewhat prejudicial, 

22 and may not -- 

23 THE COURT: What is the mystery? There is 

21 1 nobody hero. Why can't you tell me what it is out loud? 

j MR. DOYLE: I think it is Acme, as I understand. 
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MR. WALKER: Yes, the witness did testify -- 

THE COURT: Tell ne what he said. 

MR. WALKER: My understanding, your Honor, is 
that the raising of the price by Segal and Acme was' 
mentioned to this witness by Scardino out of Segal's 
presence. 

THE COURT: What did he say specifically? 

What is the conversation he will testify to? 

MR. WALKER: That Segal is a stock man, a man 
who could move stock, something to that substance, and that 
he had done it in the past with Acme and taken the price 
up, between Scardino and Clegg. Substantially, the same 
as Clegg testified to in his direct conversation with Segal 
before the jury. Simply that Segal was not present at 
the first conversation. 

THE COURT: It seems to me it is highly material 

to the subject of knowledge. You certainly would be the 
first to agree the Government has to show knowledge or they 
should have known what was going on here. 

MR. DOYLE: I think this was a hearsay state¬ 
ment before Mr. Segal, apparently, was in a position to 
have even known about the conspiracy in which Scardino 
made statements out of his presence. 

THE COURT: Of course, that is subject to con- 
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16 li 


21 I! 


nection. You know, if the jury finds he later joined the 


conspiracy, it is certainly part of the alleged conspirator¬ 


ial agreement, and I think it surely should come in, subject 


to connection. 


MR. DOYLE: Very v/ell. 


THE COURT: All right, let's get the jury in. 


MR. WALKER: All right 


THE COURT: We don't need to conduct the voir 


dire? 


MR. DOYLE: No, your Honor. 


MR. WALKER: Your Honor, the witness was in the 


bathroom. 


(Pause.) 


M I C II A E L 


CLEGG , resumed, 


iHE COURT: We will not be sitting this Friday 


afternoon. There will be no afternoon session. 


MR. WALKER: Very well, your Honor. 


THE COURT: It is my motion calendar. 


(Jury present.) 


DIRECT EXAMINATION (Continued) 


BY MR. WALKER: 


Mr. Clegg, I want to take you back to the time 


when you first discussed Mr. Segal with Mr. Scardino. 


Do you recall that incident in Reno? 


<i/ i 


* / ,.y 




'A 


7 


< 5 >./ , 







JA558 

jks Clegg-direct 421 

A Prior co meeting Segal or after? 

Q Yes. 

A Prior to meeting Segal? 

» 

Q Yes . 

A Yes. 


Q 


versation 


0 

A • 


Where was that? Where did you have the con- 

% 

with Mr. Scardino? 

At the Riverside Hotel in Reno. 

And who was present? 

I'm not sure of anybody besides Scardino and 


myself. 


Q Do you recall, sir, that conversation, what was 

said at that time? 

A I explained to Mr. Scardino the predicament we 

were in as regards Pioneer being — 

Q • What did you say to him? 

A "That we are several months behind schedule on 

the stock trading; do you have any ideas on how somebody 
can get a public company trading, retrading?" 

Q What did he say? 


A And he said that he had a partner in the Riversid 

Hotel who was very adept at that, and he suggested I get in 
contact with Mr. Segal. 


Q 


Do you recall anything further that Mr. Scardino 
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I 

said at that time about Mr. Seaal or what he could do? 


4 21-A 


Other than that he was adept at what I needed 


done, 
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0 I shew yoi thir decadent, 3516, c.nd ask 
r2 ’^ to y° ur3el ~ *« c half of that page and a 


'122 


yea to 
whet 


•c:> year rc:c’J : r L n 


*--- i-.HTSClDiT P. r Pag3 number? 

THZ 7IH'7ES5 Page >.1, 

: i rp.l o-]'ct if no is using this to 
r e -h w ^ c •-.‘.nass 1 ercry. He testified that v,*s..‘j nil 


i*— •- • / *_ .j 5 ?. .U , 


THE COURT: Wo, he testified that no didn't 

recall. 

Q Ifr. Clegg, :03S that refresh yot.r recall r ation 
?-3 to -.'hat vac- said •... that time? 

Tr.jh CCURTc Ac ;;o r ^*r«?.t eJ.ee j' * 

* ,#i * • ^ CSrcS i?\ o C Q 1.0 wP.fit iix Vr,^£ o^*».**? -* ' *- r -. 

beet in the cc-jr.try at sellirc or whatever, hr:Ur :vj rtnf; 
md that ne had a great deal of irmcy himself a--:'' •rovir 
prtotb-y be,bio to help the mining cp-s ratio- an- so forth 


IS 1 
{ 

if he 

liked the 

deal. 

20 I 
1 
| 

o 

Dees 

that i 

21 j 

l 

1 

crr.v:-.-' 

.sntior? 


22 i 

I 


Yo.:, 

It Cl Of: 

<*r 

m . 1 j 

i o 

Do y* 

■’ rnrr 

24 I 

I 

- - - -> — o 


25 ; 


• T« »> 

- , • - — 


V " Ly Cop ^ available 


Ho yvj rcr? 1 •>. neat*ry r . or abcat* October 23 


». : a? 6 9. 
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I don’t re 

tr.'rer if J had it appraised, but 

•} 

! 

I sold it 

to r.ake pa;, 

til at the mire me * 

>eek and -- 

.4 

0 

"s: rueh? 



5 ; l 

i 

A 

I think I 

at like 1500 c.r 5000 

cr something 

6 i 

like that. 

it ’./as : 

very expensive coat. 


7 

3 

Did there 

or.e a tine, sir, wier 

Pioneer Devol 

8 i 

reset Coroa 

ration, vas 

old to anothe- group? 


9 

i 1 

A 

Yes, I be! 

.eve it rts aro.md Mar 

or. or sc. 

io || 

i- 

Q 

’would you 

:cl1 us, sir, did you 
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